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THURSDAY, OCTOBER 8, 1953 


Unirep States SENATE, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Federal Courts Building, Minneapolis, Minn. 

The subcommittee met, at 10 a. m., in room 416, Federal Courts 
Building, Minneapolis, Minn., Senator Edward J. Thye, of Minnesota, 
presiding. 

Present: Senators Thye (chairman) and Young. 

Senator THyr. The subcommittee will come to order at this time. 

The Senate Committee on Agriculture and Forestry, of which I am 
privileged to be a member, after learning that approximately 60 million 
bushels of wheat, classified as wheat unfit for human consumption, 
had been imported from Canada into the United States, during the 
years 1950, 1951, and 1952, instituted an investigation to determine 
the reasons for this large increase in importations. 

In years prior to 1950, the importation of this class of wheat was 
comparatively small and confined to its intended use as livestock and 
poultry feed. The committee conducted hearings at Washington 
which revealed that a substantial portion of the 60 million bushels 
had been diverted into various channels in direct competition with 
undamaged United States wheat. We found that this activity by a 
small group was disrupting the support programs put into effect by 
Congress to assist the American wheat farmer, and was making our 
wheat import limitations ineffective. We found also that the Gov- 
ernment was being defrauded of large sums of money in improper 
collection of subsidies under the International Wheat Agreement. 

The hearings uncovered one important outlet where over a million 
bushels of wheat, classified as ‘‘wheat unfit for human consumption,” 
had been mixed with, and substituted for, good United States wheat 
owned by Commodity Credit Corporation and others. This opera- 
tion involved irregular payments to elevator operators of approxi- 
mately $150,000. 

Since the Washington hearings were held, certain safeguards have 
been placed in effect to prevent future abuse, and other safeguards are 
being considered. ‘The hearings being conducted here, and at Galves- 
ton, Tex., are to explore other methods and outlets which were used 
to dispose of this wheat. All testimony will be under oath. 

Senator Tuyer. Our first witness will be William G. Kellogg. Mr. 
Kellogg will you raise your right hand and be sworn? 

(Witness, sworn.) 
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TESTIMONY OF WILLIAM G. KELLOGG, PRESIDENT, KELLOGG 
MILLING CO., MINNEAPOLIS, MINN. 


Senator THyr. You may be seated, Mr. Kellogg. 

You are the vice president in charge of the Bunge Corp. of Minne- 
apolis? 

Mr. Keiuoaa. I was until I retired in July 1952 

Senator Tuy. You have retired? 

Mr. Ketioce. Y 

Senator Tuyen. | 
Corp.? 

Mr. Kettoaa. Ever since I started here which was in 1935. 

Senator TuHyr. Would you care to give us some further information 
as to what you did prior to the time that you went with the Bunge 
Corp.? 

Mr. Ketioca. Well, I started in business, in the grain business in 
Milwaukee in 1906 and I worked for a grain company there until I 
was 21 when I[ went into business for myself. 

Senator Tuys. Then, you are a veteran in the business? 

Mr. Ketioce. Yes, yes; later, I went with the Armour Grain Co., 
when I came to Minneapolis and later I sold Armour’s properties to 
Archer Daniels and then I went with the Federal Farm Board in 
charge of the grain department under Mr. Legge, Alexander Legge. 
In 1935, I sold the elevators which I was running for my brother’s 
company to Bunge. 

Senator Tuyr. Where did Mr. Bunge reside at that time? 

Mr. Keuioae. The Bunge Corp. are in South America and they 
have a New York export and import office. 

Senator Tuyr. They are a South American firm? 

Mr. Ketioce. They have maintained a New York office and they 
have been exporting grains from the United States and also from other 
points. 

Mr. Irving Mosxovirz. I am Irving Moskovitz, 115 Broadway, 
New York City. 

Senator Toys. What is your relation to the Bunge Corp. 

Mr. Mosxovirz. I represent the Bunge Corp. I am an attorney. 

Senator Tuysr. If you do, you will have an opportunity to testify 
at a later time. If you wish to make a statement, we will prepare 
to swear you in. We will give you an opportunity to make your 
statement, but at the present time, we will just proceed. 

Mr. Mosxovirz. I thought perhaps you would want the record 
clarified. 

Senator Ture. In order that we may permit Mr. Kellogg to make 
his statement, we would like to know just his relationship with Mr. 
Bunge and so forth. 

Mr. Mosxovirz. There is no such person as Mr. Bunge. 

Senator Turn. The Bunge Corp. is a New York corporation, and 
it is owned by a number of people? 

Mr. Moskovirz. Yes, and it in turn is owned by a number of people, 
directly or indirectly, who live in various parts of the world. They 
may have been at one time American citizens and some are Belgium, 
Dutch, and so forth. 


es. 
low many years had you been with the Bunge 
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Senator Tyr. You are going to want to testify in connection with 
this? 

Mr. Moskovirz. I have 10 desire to testify, I am here to give the 
committee all the information it wants. 

Senator Tuyr. | think we will swear you in at this time 


TESTIMONY OF IRVING MOSKOVITZ, COUNSEL FOR BUNGE CORP., 
NEW YORK, N. Y. 


( Wit ness was sworn 


Senator Tuy This name “Bunee,’’ wher did it originate? Is 
there someone who had such a name in the early history of the organi- 
zation? 

Mr. Moskovirz. Bunge is a name that has been in the g¢rain 
business for over a hundred years. The predecessor company 


originated in Antwerp and they have offices in vari 
They have a company also in South America called Bunge & Born, 
Ltd. The same group of stockholders also own directly and indirectly 


mis Of her place Se 


\ 


Bunge Corp. which is a New York corporation and has been in 
business in New York for many years. 

Senator THye. In other words, it is a firm that is engaged in 
importing and exporting of grain. You have an ofiice in New York. 
Your parent office is apparently in South America and the company 
originated in Europe? 

Mr. Mosxovirz. The Bunge Corp. itself, is the New York corpora- 
tion and has an office there 

Senator THyr. How is it affiliated with the other Bunge organi- 
zations? 

Mr. Mosxovirz. It is affiliated with all the other Bunge « ompanies 

Senator Tuye. In other words, the New York office is a branch of 
your South American office? 

Mr. Moskovirz. It is a separate corporation, Senator. I make the 
point not to be technical, because Minneapolis is not a separate 
corporation, it is a branch of the New York corporation Kansas 
City office is a branch of the New York corporation. That is a sep- 
arate entity, but they are all affiliated. 

Senator Ture. They are all affiliated, the same officers? 

Mr. Moskovirz. Not necessarily, but they are under what you 
might term the same ownership. 

Senator Turk. They are under the same ownership? 

Mr. Moskovirz. Yes, sir. 

Senator Tuyr. Now, what relation has the Kellogg Milling Co. of 
Minneapolis to the Bunge Corp.? 

Mr. Mosxovirz. No relation to Bunge Corp., except for the fact 
that Mr. Kellogg, who was an officer of Bunge Corp., was also presi- 
dent, I understand, of the Kellogg Co. 

Senator Tuyr. How many years, Mr. Kellogg, have you been an 
officer of the Bunge Corp.? 

Mr. Kewuioaa. Since 1935. 

Senator Tuyr. And at the same time you were president of the 
Kellogg Co. of Minneapolis? 

Mr. Ketuoaa. Now, that, Senator, started in 1942. 
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Senator Tuyr. And at the same time you were president of the 
Kellogg Co. of Minneapolis? 

Mr. Ketuoae. Yes. 

Senator Tuyr. Now, the Kellogg Milling Co. was formed and 
incorporated in 1942? 

Mr. Keiuoae. As a partnership. 

Senator Tye. It is a partnership? 

Mr. Keiuoaa. Yes. 

Senator Tuy. So that partnership was formed in 1942 and you 
were then, as you had been since 1935, a director of the Bunge Corp. 
of New York. 

Mr. Ketioae. Yes, sir. 

Senator Tuyet. Affiliated with the Bunge Corp. elsewhere in the 
world? 

Mr. Ketioaa. That is correct. 

Senator Young. May I ask a question for clarification? 

Senator Toye. Yes, by all means. 

Senator Youne. What is the nature of the business you transact 
in Minneapolis? 

Mr. Mosxovirz. I think Mr. Kellogg could answer that. 

[ am not that familiar with that. 

Mr. Ketioaa. Should I answer that, Senator? 

Senator Youna. Yes. 

Mr. Ketuoaa. All right. 

Senator Tuy. Definitely, we are seeking information. 

Mr. Kextioaca. We are in the terminal grain elevator business and 
do a general merchandising business in grains. 

Senator Youna. Do you handle imports and exports out of that 
office? 

Mr. Ketioce. We handle the importation of the Canadian wheat 
there through this office. 

Senator Younc. Any other imports such as oats, barley, or rye? 

Mr. Ketioce. Well, we have in the past. We have bought some 
rye from Canada and brought it into Chicago and Buffalo. 

Senator Younc. How many bushels of wheat of all grades, rye, 
oats, and barley, did you import in the last 5 years, can you tell us? 

Senator Ture. Year by year? 

Mr. Ketioce. That shows in our records. 

Mr. Moskovirz. Can I explain that for the record? If we don’t 
have it here, it is because 

Mr. Kextuoce. All the records have been brought in. 

Mr. Mosxovitrz. We have only present Canadian importation 
which was asked for by the subpena. 

Senator Younc. You will supply it for the record? 

Mr. Mosxovirz. Yes, I will. For the last 5 years, Senator? 

Senator Younc. Yes; for the 5 years, year by year. 

(The information requested is as follows:) 


eee 
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New York, N. Y., November 10, 1953 
Mr. E. P. GuINANE, 
Inve stigator, Committee or Agri alt é and Fo eat 4, 
Senate Office Building, Washington, D. C. 
Dear Mr. GuINANE: This will acknowledge receipt of your letter of Novem- 
ber 5. The imports for the years 1948 to 1952, inclusive, are as follows: 


Barley: None. 





tye: Rushels 
~ 1948__- Ce : 
1949 es ; 350, OOO 
1950 729, 564 
1951 
1952 . 
Uats: 
1948 - ; .. 92, 544 
1940-51 ; nab, ae 
TI a a ti aie eel ae sl tia 40, OOO 
In addition to the figures which you already have for imports of wheat, there 
were imported in 1952 about 95,000 bushels 
We trust that this is the information which you desire 
Very truly yours, 
(FRAUBARD & Most OVITZ, 


By Irvine Mosk OvITz. 


Senator Tyr. Mr. Kellogg, when did you first import some of this 


wheat from Canada? 

Mr. Ketutoaa. In 1951. 

Senator Tuyen. In the year of 1951? 

Mr. Ketioaea. Yes. 

Senator Toye. Was it damaged when it came under the reduced 
tariff? 

Mr. Ketioaa. Yes. 

Senator Turn. As a feed wheat? 

Mr. Ketioaa. Yes, sir. 

Senator Ture. How many bushels did you first bring in, in 1951? 

Mr. Ketioca. Have you got that for us? 

Senator Taye. Will you tell us how many bushels? 

Mr. Mosxkovirz. We have additional information, although it is 
not called for by the subpena. 

Senator Ture. I think Senator Young was proper and if Mr. Kel- 
logg was in the import business as well as the export business, and if 
they brought imported grain into this country and some oats, and 
barley or rye, or any of those crops from a foreign country, it is infor- 
mation that would be proper in this questioning. Mr. Kellogg, you 
stated 1951 was the first year? 

Mr. Keuuoaa. Yes. 

Senator Toye. But the Bunge Corp. itself had brought in some of 
this wheat in Canada at an early time, October 1950? 

Mr. Ketioaa. That I wouldn’t know, Senator. 

Senator Torr. You yourself, as Mr. Kellogg, of the Bunge Corp., 
had your first transaction in the year of 1951, is that the statement 
that you want for the record? 

Mr. Moskovirz. I think the Senator means, Mr. Kellogg, did you 
as an officer of the Bunge Corp.? 

Senator Ture. He is one and the same? 

Mr. Moskovirz. Mr. Kellogg doesn’t have access to our records. 
Mr. Henderson, who succeeded him, is an officer of the Bunge Corp., 
and all these things have been prepared, in the form of a memorandum. 
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Senator Ture. That was beyond the year of 1950 and 1951 and 
Mr. Kellogg was president and a partner of the Kellogg Milling Co. 

Mr. Krtioace. General manager. 

Senator Toyz. And then the transaction of bringing in this wheat 
from Canada was the Kellogg Milling Co.’s transaction in October 
1950? 7 

Mr. Keuioaea. I was wrong; it was 1950, that was brought in for 
Bunge. 

Senator Turse. That was brought in for Bunge. It was not brought 
in for the Kellogg Milling Co.? 

Mr. Ketuoaea. No, sir. 

Senator THyr. And you were acting as an agent for the Bunge 
Corp. of New York? 

Mr. KELLOGG. | was an officer of the company. 

Senator Tuy. So that you actually were bringing that grain in? 

Mr. Ketuoace. Yes, sir. 

Senator Ture. So that you knew how much grain was brought in 


in the fall of 1950? 

Mr. Keuuoaa. 869,000. 

Mr. Moskovirz. May I add, Mr. Kellogg has never seen the records 
before this? Mr. Henderson is the one who is familiar with it. 


Senator Toyz. Mr. Kellogg could not answer from the amount of 
wheat that was brought in in the fall of 1950 and therefore you were 
assisting him by laying the records of the Bunge Corp. before him 
and showing him where he would find the exact amount of grain that 
was imported from Canada in the fall of 1950. 

Mr. Mosxovirz. That is exactly correct. 

Senator Tuys. So that from here now, we know that you will 
assist Mr. Kellogg in showing the records if and when his memory 
does not carry the exact figures. 

Mr. Mosxovirz. That is correct, sir; the exact number of bushels 
imported. 

Senator Tuyr. Do you care to ask any question on this point, 
Senator Young? 

Senator Youna. Yes. I would like the exact number of bushels? 

Mr. Ketuoae. 869,460 bushels. 

Senator Toys. And that was in October or late fall of 1950? 

Mr. Ketuioaa. That was from September 23 until December 4, 1950. 

Senator Tuyr. Now then, what did you do with that 869,000 
bushels? 

Mr. Ketioca. We sold it to various people, exporters or people at 
the gulf who, I understand bought it. 

Senator Ture. Have you in your records a list of the names of all 
the people to whom you sold this wheat? 

Mr. Ketuioaa. Yes, sir. 

Senator Turn. Let’s have that for the record. 

Mr. Mosxkovitz. May I make this point; it is a subject which I 
discussed informally with Mr. Guinane. We have done our best and 
we will continue to cooperate with every agency of the Government 
furnishing information and we have not denied anything to anybody. 
I did, however, suggest to Mr. Guinane to raise the point with the 
Senators that this information, while we want to make it available to 
the Senate, contains a lot of information which our competitors were 
determined and will love to have. We would regret it if it were put 
in the public record. 
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Senator THye. Would it be embarrassing to you and to other 
people in the grain business if it became known what the Kellogg 
Milling Co. or the Bunge Corp. of New York had sold to people in the 
grain business, or that it was either with exporters or millers, or feed 
mixers, or some such a legitimate business tl i 

Mr. Moskovirz. No, no. That is not correct; what I meant 

Senator Tuy. This is a transaction. In other words, you bought 
some grain and took it in from Canada? 

Mr. Moskovirz. Yes 

Senator THyr. The grain came in under a reduced tariff’ 

Mr. Moskovitz. Yes, sir. 

Senator THyr. And it came classified as unfit for human con 
sumption? 

Mr. Moskovitz. Yes. 

Senator Taye. And isn’t it perfectly proper and permissible that 
other members including the taxpayers that may have been involved 
in the financing of the subsidies or the subsidy payments, know 
exactly who purchased this wheat that was Dp rmitted to come in 


j 
{ 


lit YOu have transacted 


under reduced tariff because it was labeled and classified as a wheat 
unfit for human consumption? 

Mr. Moskovirz. At the request of the Senate, we have prepared a 
list of all of our sources, the dates, the steamer, the amount, the cost, 
the basis, the freight, the f. 0. b., the destination, our expenses, port 
dates, f. o. b., place, the duty paid and what was shipped in bond. 
We have provided all the detail that the Senate could possibly require 
and we want the Senate to have itpbut we are not trving to protect 


anybody. Whatever the Senate wants to put on the record, it will 
put on the record, whether | like it or not. It is not our customer we 
want to protect. We want to protect ourselves avainst Giving in- 


formation to our competitors, people who are in the same business 
and who do the same kind of business and who are in competition with 
us—there are several dozen grain firms who do 

Senator Tuyr. How many come under a reduced tariff? 

Mr. Moskovirz. | am sure the customs could answer that bette1 
than I could. 

Senator Tuyr. | would imagine so. 

Mr. Moskovirz. I would imagine dozens 

Senator Tuys. It is to that group that you would not want to dis- 
close this information? 

Mr. Moskovirz. We have figures that we brought in, which is a 
matter of customs records, but from whom and to whom aad our 
overhead price and how we do business, these things are in our own 
business operations. We think these are secret which we think the 
Senate should have, and we don’t think it is fair everybody else should 
have it. I say, through the course of this hearing, we do not wish to 
give competitors such iaformation. Again, 1 want to emphasize that. 

Senator Toyz. You are giving the price you receive for this grain. 
All I ask for are the names of the companies you sold this grain to. 
All I wanted are the names of the companies which bought and to 
whom you disposed of 869,445 bushels of Canadian wheat imported 
as a conditioned wheat that was unfit for human consumption. All I 
want to know is who did you sell it to. We don’t want to know how 
much money nor what you paid in Canada per bushel. All we want 
to know are the firms’ names and these people you sold this wheat to, 
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We do not ask you to disclose any of your financial transactions. At 
least, I think my question is not unreasonable, and I will turn to 
Senator Young. 

Senator Youna. It is a proper question and it is information that 
the public should have. 


STATEMENT OF CHESTER NICHOLS, COUNSEL FOR BUNGE CORP., 
MINNEAPOLIS, MINN. 


Mr. Nicuouts. My name is Chester Nichols and I would like 
inject at this point. 

Senator Tuy. And you are with a law firm here in the city? 

Mr. Nicuoxs. I am with the firm of Nichols, Mullin, Farnand 
Lee, located at 912 Northwestern Bank Building, Minneapolis. 

Senator Tuyr. And you are acting as counsel for the Bunge Corp.? 

Mr. Nicuoxs. Local counsel for the Bunge Corp. 

Senator Ture. And also Mr. Kellogg, the former manager for the 
Bunge Corp.? 

Mr. Nicnots. Yes. 

Senator Tuye. You are representing the Bunge Corp. and insofar 
as Mr. Kellogg, you are not acting as counsel for him? 

Mr. Nicuots. The information, Senator, which has been gathered 
maybe is too comprehensive. I thought you wanted more than 
what is contained in here. It contains a great mass of information, 
other than you have apparently need for, so with these papers to be 
put in the record, which we planned on doing for your information, 
they would give a great mass of confidential detail that the corpora- 
tion is trying to protect and keep out of the hands of the competitors. 

Senator Tuyr. I was not asking for prices because prices would 
be information that might be valuable to the competitor but what 
I am asking for is just the names to whom this grain was sold. It 
seems like a perfectly reasonable question because if I went out here 
and bought some grain and I disposed of that grain, it wouldn’t 
disclose any information as to what I paid for it or what net profit 
I got out of the transaction, if I said I sold it to Bill Smith down here 
on Four Corners. ‘That is about all we are asking. Did Bunge Corp. 
sell 869,465 bushels of this grain and if soto whom? The first trans- 
action was in the fall of 1950, you see? 

Senator Youna. Let’s have the information. 

Senator Tuyr. Let’s have it for the record. 

Mr. Ketioca. We have a record of anybody we sold it to. 

Senator Tuyr. Read it into the record. Now, you are speaking 
about 869,000 bushels? 

Mr. Ketioaa. Yes. Just the names or the firm and the names of 
people that purchased it? 

Senator Youna. And the number of bushels, because it is 869,460 
bushels of wheat imported from Canada in the fall of 1950 and we just 
want to know where did you dispose of it? 

Mr. Ketioae. On October 9 and 10, we sold to Archer Daniels 
Midland Co., a total of 27,000 bushels. 

Mr. Mosxkovirz. Read them off as they appear, and then try to add 
them up. 

Senator Toye. You tell us how much you sold. 
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Mr. Kextioaa. These will be approximate bushels? 

Senator Toye. Yes. 

Mr. Ketioce. Archer Daniels, 27,000. 

Senator Tuyr. Who are the others? 

Mr. Keuioaa. LaGrange Mills from October 6 to November 21, 
approximately 12,000 bushels; Transit Grain Co., Fort Worth, Tex., 
approximately 150,000 bushels; Commander-Larabee Co., Minneapo- 
lis, 6,000 bushels; Kellogg Milling Co., 1,300 bushels; Burdick Grain 
Co., approximately 1,700 bushels; Hallet & Carey Co., Minneapolis, 
2,300 bushels; Standard Milling Co., Minneapolis, approximately 
1,500 bushels 

Mr. Moskovirz. Senator, it may facilitate if vou have before you 
the document from which Mr. Kellogg is reading. 

Senator Tuy. It is perfectly satisfactory. We can read the record. 
We can read back in the record. I was just putting these figures 
down, not listing the names. 

Mr. Ketioge. That was a total of 217,471 bushels 

Senator Toye. What is the balance? 

Mr. Kettoge. That was all that was sold in 1950. 

Senator THye. You may continue 

Mr. Kettoee. Then, from January 16, 1951, to March 27, 1951, 
we sold to Archer Midland Co. approximately 43,000 bushels. From 
October 16 to November 30, 1951, we sold to the Walsh Grain Co 
Minneapolis, approximately 47,000 bushels. On March 28, we sold 
to the Moorhead Seed & Grain Co., Moorhead, Minn., approximately 
7.500 bushels. Se ptember 4. we sold to Ishmert-Hinkle Milling Co., 
approximately 4,000 bushels. From January 4, 1951, until July 1951, 
we sold to the Lagrange Mills at Red Wing, Minn., approximately 
43,000 bushels. From February 23, until June 6, we sold to the 
Kimball Milling Co. approximately 160,000 bushels. February 23, 
until April 10, we sold to the Kansas Flour Mills Co. 315,000 bushels 


TESTIMONY OF GEORGE McGOWEN, COUNSEL FOR 
BUNGE CORP., NEW YORK, N. Y. 


(Witness sworn.) 

Mr. McGowen. George McGowen is my name and I am a lawyer, 
and I also represent Bunge Corp., and | see Mr. Kellogg is going 
through your amount that is imported in 1950, because now he is 
going through the sales in 1951. Obviously, a certs ain amount of the 
1950 wheat would have to be sold in 1951 and I have here now 285.000 
and he has passed answering your question. 

Senator Toyz. 869,465, that is the total amount of wheat that was 
imported in the calendar year 1950, and consequently, you only sold 
217,000 in 1950, so you have a balance of more than 600,000 bushels 
which you have got to dispose of in the next calendar vear. 

Mr. McGowen. You have no place to stop when he gets through. 

Senator Turn. Now, Mr. Kellogg has given the amount of grain 
which totaled up to the amount of wheat that came up in the fall of 
1950. Then we will proceed to let his record stand and we will 
pick up some other questioning back to the imports in 1951 and 1952 
We will go back into the record at the present time, and we are trying 
to get the report on what was brought in 1950. Will you proceed? 

Mr. Ketioae. Will you total them up, Irving? 

Mr. Moskovirz. Yes. 
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Mr. Ketuoaca. In December 22, to December 26 

Senator Tuyr. Mr. Kellogg, was this grain advertised as damaged 
wheat from Canada when it was sold? 

Mr. Keiioea. Yes, sir. 

Senator Toyz. Everyone of these firms that bought this grain 
bought it with the full knowledge that it came in under a reduced 
tariff and it was a damaged grain? 

Mr. Kr.ioaa. Yes, sir. 

Senator Tuyr. And that it was not to go into general milling and 
to be blended with other wheats for flour purposes? Did you under- 
stand that, and did the Bunge Corp. understand it in that mannet 
when they made those transactions? 

Mr. Ketuoaa. No, sir. 

Senator Tuyr. How in the world would all these firms know where 
you got these grains? 

Mr. Ketitoaae. We told them. 

Senator Tuyr. You told them, whether it was Archer-Daniels or 
any other firm, vou told them specifically that it was imported and 
it came in reduced tariff and came in as a feed grain and if it is milled 
and goes into channels of human food that we are all liable. Did 
you discuss it in that manner with them? 

Mr. Keritoae. The opinion we had, Senator, was that a certain 
percentage, the percentage was not stated, could be mixed in other 
wheat and milled or mixed into wheat for export with the exception 
in the export end that it was our opinion that they could mix it, but 
not into wheat that went on the IWA. 

Senator Tuyr. That is the International Wheat Agreement? 

Mr. Ketioae. That is right, in the subsidy. 

Senator Ture. Did you make that clearly known to the firms that 
boucht from you? 

Mr. Keiuoaa. Yes, sir. 

Senator Toye. And so that they would definitely make certain that 
n this accounting they let none of this wheat get into channels covered 
by the International Wheat Agreement where subsidies were paid, or 
that it went into the channels of domestic consumption so that it was 
competing with Government wheat that the Commodity Credit Cor- 
poration had definitely paid a subsidy on, because they acquired it 
under the Commodity Credit Corporation seal-up loans. 

Did you make it positively known to the firms that this wheat had 
come in from Canada and that you had imported for no other purpose 
except to have it 20 into channels of animal food? 

Mr. Ketioae. No, sir. That I did not state. 

Senator Tuyr. You did not discuss that with them? 

Mr. Ketioaa. No. 

Senator Toye. In other words, you were offering wheat that you 
had imported, at reduced duty, so that you had the advantage of 
the difference there of some 14 cents a bushel and if somebody bought 
it and milled it, and put it into sales channels, the domestic processor 
or baker or user, would have no knowledge that it was imported under 
reduced tariff? 

Mr. Ketioaa. Well, sir, all of the people that we sold it to knew 
it was Canadian wheat. 

Senator Youna. Unfit for human consumption? 

Mr. Ke.tiogae. Canadian 5 Northern and Canadian 6 Northern. 


m 
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Senator Youna. If it was brought in here and mixed for milling 
purposes or for any other purpose other than feed wheat, it should 
ave been subject to the quota On imports trom Cal ada, which 
Mr. GuInane. 795,000 
Mr. Moskovirz. I don’t know; all this was taken up with Gover 
nt authorities before, every pound of it that was imported and th 
Customs and officials in Washington formally notified us that this 
wheat could be brought in and could be used for milling purposes 
Senator Youna. The custom officers advis t could be? Do vou 
have anything in writing? 
Mr. Mosxovirz. In writing Senator? 
Senator Youna. Do you have that information in writ 
Senator Tuyr. We want the letter that was referred to from the 
customs officials where they authorized you to proceed to do business 
with the milling firms with full knowledge this was imported Canadian 
wheat that came in under reduced tariff, for purposes of feed usage 
onlv, and wherein the customs officials advised you as you stated 
Senator Youne. Do you want to read it in the record, then‘ 
(Mr. Moskovitz hands Senator Thye the letter 
Senator Tuyr. Let’s read it in the record, Mr. Guinane 
Mr. GuInane. Yes: it is dated October 16, 1950, from the collector 
of customs, Mrs. Clara E. Sarvela, to Mr. Henderson of the Bunge 
Corp., 280 New Chamber of Commerce Building, Minneapolis, Minn 
Dear Mr. HENDERSON: Pursuant to our conference on Octobe i 
forwarded the following telegram to the Bureau of Customs, Washington, D. ¢ 
for its consideration: 
“62,138 bushels Canadian wheat invoiced as unfit for h 


rv his office 











feeding purposes only, and not to be used for seeding enter 2 ( 
sumption entry 91 on October 2, analysis indicated 

more than 30 percent by \ O of damaged or frosted I Ss, and a 

this office as wheat unfit for | lal iption at rate ) ( 

paragraph 729, under authority Treasury Decision 47577 and reported a 
from quota restrictions as provided in Treasury Decision 50404 


Senator Tuyr. Mrs. Sarvela was not responsible for that decision 
That was given, made in Washington and she was authorized by them 

Mr. Guinane. That is right. 

Senator Toyz. Was not a question of local direction, was it? It 
was the Tre asury Department decision. 

Senator Youna. I would like to hear the rest I don’t se 
thing about combiaing this wheat for human consumptior 

Mr. Guinane. They are quoting the wire, this wire. Mr. Kellog 
did you have anything to do with making up this wire to the customs 
in Washington? 

Mr. Keiioaa. No; I don’t remember. 

Senator Toyz. Mr. Guinane is a commmittee staff member and has 
worked in finding what information the committee has on this question 
and for that reason he will ask n any questions in the course of this 
hearing. He is authorized to do so, as staff 

Mr. Ketioaa. Can I see what that telegram says? 

Senator Tuyr. Mr. Guinane, you may proceed right from here and 
do the interrogating for the reason you have knowledge of the records 
because you have been making a thorough study and investigation of 
the matter. 

Mr. Moskovirz. Just off the record, just for a point of information? 

(Discussion had off the record.) 


} 
counsel. 
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Mr. Gurnanz. Did any representative of Bunge Corp. have any- 
thing to do with drawing this wire to Customs in Washington? 

Mr. Ketioaa. I was just trying to freshen my mind. 

Mr. Henprrson. I suppose I would have to. 

Senator Toyz. What is your name? 

Mr. Henperson. Robert Henderson. 

Senator THyr. What is your relation with the Bunge Corp.? 

Mr. Henperson. Vice president and manager of Bunge Corp., 
Minneapolis. 

Senator Tuyr. In Minneapolis? 

Mr. Henprerson. Yes. 

Senator Tuyr. And you are aiding in the furnishing of some infor- 
mation here? 

Mr. Henperson. That letter that you read, sir, was the letter that 
was addressed to me 

Senator Ture. I see 

Mr. Kettoce. Mr. Henderson has the position that I had with the 
sunge Corp. up to the time I retired. 

Mr. Gurnane. Did you answer my question? Did you have 
anything to do with drawing the telegram that went to the Customs 

Washineton? 

Mr. Henperson. No, sir. 

Senator Tuyr. Mr. Henderson, I believe we should swear you, 
you are answering a specific question. 

Witness was sworn. 


TESTIMONY OF ROBERT J. HENDERSON, VICE PRESIDENT AND 
MANAGER, BUNGE CORP., MINNEAPOLIS, MINN. 


Senator Ture. You may proceed. 

Mr. Henperson. When we first brought this wheat in from Canada, 
I went to Duluth, Minn., and appeared before the United States 
Customs to find out whether it was the custom or in the regulation, 
whether or not this Canadian wheat could be used for milling purposes 
and the office in Duluth to get this information and this is the infor- 
mation which you are now reading. 

Senator YounaG. In other words, when you imported this wheat, 
vou intended to have it go in milling channels? 

Mr. Henperson. No, sir; I did not. When we imported this, we 
did not know what usages it would have. 

Senator Young. You didn’t import it solely for feed purposes? 

Mr. Henperson. I can’t tell you what our intentions were, but 

e later found out or were advised by the Treasury Department that 
this wheat was allowed to be entered into this country on 5 percent 
ad valorem basis and be used for milling purposes. 

Senator Youne. The purpose of the exemption was to allow this 
wheat for feed purposes, though, wasn’t it? 

Mr. Henprerson. The only way I can answer that question is in 
what I have already answered, ant we had the customs at Duluth 
wire Washington to see whether it was permissible under the tariff, 
that this wheat could be used for milling purposes in the United States 
and we had their reply that it was permissible. 

Senator Youna. Let’s have the rest of the letter. 
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Senator Tuyr. Proceed and finish reading the letter, then, Mr. 
Guinane. 
Mr. GuINANE (reading 


“Importer now advises that 1 carload approximately 1,500 bushels this importation 
sold to Minneapolis milling concern for experimental purposes and other orders 
for milling purposes pending. In view of development that this low-grade wheat 
will be used in minor proportions with other wheat for 


thus actually fit for human consumption, should importation be classified as 
wheat and made subject to quota restrictions? Advise by wire collect.” 

That is the end of the quote. 

There is quoted below the Bureau of Cust 3 a er which was received in 
this office after the close of business Friday, October 13, 1950. This information 


was promptly teleph« ned to Mr. Sassman here in Duluth with the request that 


i 

he advise you in the premises 

[his is the wire received: 

“Retel 9th concerning wheat under entry 91 classification as unfit for human 
consumption and exemption from quota approved 

Chat is the end of the telegram. 

Apparently, the Bureau entertains no objection to the use of this type of wheat 
for milling purposes and has ruled that it is exempt from the quota restrictions 


Signed, Clara E. Sarvela, collector of customs, Duluth, Minn 

Who first coneeived the idea of importing this wheat for other 
than feed or livestock purposes? 

Mr. KeLuLoaa. For the Bunge Corp., it was my idea and Mr: 
Henderson’s idea 

Mr. Gurnane. What was your idea at that time on importing? 

Mr. Ketioaa. Well as long as we had the ruling on it, we brought 
it in to make some money. 

Mr. Guinane. You conceived the idea prior to the ruling, didn’t 
you? 

Mr. KELLOGG. Well, we brought it in: yes 

Mr. Guinane. It was because of your idea and Mr. Henderson’s 
idea that that wire was sent to customs asking for that ruling? 

Mr. KELLOGG Yes. 

Mr. GuInANeE. So you and Mr. Henderson first conceived the idea 
of importing this grain unfit for human consumption and bringing it 
in for other than feeding purposes, is that correct? 

Mr. Ketztoaa. Well sure, we brought it in because we thought it 
was cheap at the time 

Mr. Guinane. Cheap for what? For feeding purposes, that was 
not true was it? 

Mr. Keutioaa. Yes, prior to the time that we brought any wheat 
in, we found there had been a considerable amount brought into 
Buffalo and I think that was probably 6 months before we bought 
any of it. 

Mr. Guinane. And when you brought it in, what was your idea 
then as to the disposition? 

Mr. Kettoaa. We didn’t know what we were going to do with it. 

Mr. Guinane. If you didn’t know what vou were going to do with 
it, why did you see the eollector at Duluth and get the customs 
permission? 

Mr. Ketitoce. We wanted to find out whether it was permissible 
or not. 
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Mr. GuINnaNne. Before you got that decision, you could have 
brought all the wheat in you wanted classified unfit for human con- 
sumption ad valorem for feeding purposes? 

Mr. Ketioaa. Yes. 

Mr. Gurnane. Why was it you were so anxious to get a customs 
approval to bring it in for milling purposes, if you didn’t have that 
in mind? 

Mr. Keiiroca. Well, from the port of Duluth, the demand for 
feeding wheat is very small 

Mr. Gurnane. That is true, historically, it comes through Buffalo 
and other ports? 

Mr. Keiioaa. That is right. 

Mr. Guinane. After you became interested in it, Duluth became 
one of the big importing ports for the wheat unfit for human consump- 
tion, didn’t it? 

Mr. Ketioaa. I would say that the quantity imported was small 
compared with Buffalo. Iam not sure of it, but I think that is correct 

Mr. Guinane. Did you ever import while an officer of Bunge any 
of this wheat for feeding purposes prior to 1950? 

Mr. Krtioae. No, sir. 

Mr. Guinang. So when you and Mr. Henderson got the idea that 
you would import this wheat you wanted to get customs to rule that 
you could bring in this wheat for milling purposes. Therefore, you 
had—must have had the idea to use it for milling purposes? 

Mr. Ke_itoae. We had the idea we might; yes, sir. 

Mr. Guinane. You were familiar with, as a grain dealer for many 
years, you received numerous bulletins from the Department of 
Agriculture on the International Wheat Agreement and other bulle- 
tins that went out to exporters and grain dealers? 

Mr. Ketioaa. I think so; yes, sir. 

Mr. Guinane. And you were familiar with the announcment on 
International Wheat Agreement in July 1949, were you not? 

[ will read one part of this to refresh your memory. ‘This was a 
bulletin issued by the Department of Agriculture on July 29, 1949, 
and is a general statement: 


In order to encourage the exportation of wheat produced in the United States 


and wheat flour processed in the United States from such wheat, and in order to 
aid in the fulfillment of the obligation of the United States to export the quantity 
of wheat at the prices specified in the International Wheat Agreement, the 
Secretary of Agriculture, pursuant to Public Law 320, Seventh Congress as 
amended, offers to make payment to exporters under the terms and conditions 
stated herein: information pertaining and forms prescribed for use thereunder 


} 


can be obtained from the Commodity Credit Corporation, Department of Agri- 
culture, Washington, D. C. 

You will note in that statement that the subsidies are collectible 
only for wheat grown in the United States and flour processed from 
wheat grown in the United States? 

Mr. Ketioaa. I didn’t see the bulletin, but I was familiar with it 

Mr. Guinang. And you probably received numerous announce- 
ments thereafter? 

Mr. Kezioaa. I don’t think we got many of those, but I was 
familiar with that. 

Mr. GuinaNnz. There were also press releases at the same time? 

Mr. Ketioaa. Yes, sir. 
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Mr. GuInane. Now, you had never imported, the Bung: Corp , or 
the Kellogg Co., or Hallet Carey & Co., they had never imported any 
of this Canadian wheat previously? , 

Mr. K ELLOGG,. We have not through our Minne apolis offices 

Mr. Guinane. Did the Government announcement of the payment 
of subsidy for export of the wheat have anything to do with vo 1 and 
Mr. Henderson conceiving the idea of bringing the wheat in from 
Canada for milling purposes? 

Mr. Ketuioaea. No, sir. 

Mr. Guinane. Nothing like that? 

Mr. Keutuioae. No, sir. 

Mr. Guinane. The announcement and your later conception was 
quite novel, it had no connection with the International Wheat Agree- 
ment? 

Mr. Keuioaa. No, sir 

Mr. Guinane. After you imported this wheat, vou did take pains, 
as Senator Thye asked you, to make certain that purchasers of 
this wheat did not sell the wheat or did not use it or collect subsidies 
under the International Wheat Agreement 

Mr. Ke.tioaa. We told everybody that we sold it to, that is the 
only thing that we could see, that would be a violation of the law 

Senator Tuy. Are there any things in the record that you so in- 
formed the purchaser? 

Mr. Ketioaa. Well, I wouldn’t be sure of that, Senator. 

Senator THyr. How are we to know that the purchasers are to be 
so informed and how would you face the question, of answerin 
committee that you had informed the trade? 

Mr. Ketuoaea. I didn’t think we would, that it would ever come up. 
Now, the Kansas City mills that we sold the wheat to, the largest 
amount to Kansas City Flour Mills Co., I definitely told Mr. Cate 
who is president of the Kansas City Flour Mills that it was Canadian 
wheat and it couldn’t go in any flour or anybody could collect a 
subsidy. 

Senator Taye. It came as a feed wheat did it not? 

Mr. Ketioaa. Yes, sir. 

Senator Ture. You were justified in your own good conscience to 
tell a man the International Wheat Agreement would be violated, 
when it came in under reduced tariff? 

Mr. Kevtioca. That was my opinion on it. 

Senator Youna. It was on the edge of the law, wasn’t it’ 

Mr. Ketuoaa. I didn’t feel that way. 

Senator Youna. The whole purpose, the tariff and the quota on 
Canadian wheat is to protect producers here and allow only a small 
amount of wheat to come in for milling purposes, isn’t that right? 

Mr. Ketuioaa. I imagine that was why the law was put in 

Senator Youna. And when you allow more imports under the guise 
of wheat unfit for human consumption, you are in effect violating the 
law, are you not? Whether it was the customs collector, who was 
ignorant of the law or derelict in duty, nevertheless, you understood 
it would be on the edge of the law? 

Mr. Kertuioae. I don’t believe, Senator, I did, because as I say, I 
have been in the grain business, and I have never done anything that 
I thought was not the correct thing to do in the grain business. 

Senator Youna. This is an awfully close deal. 
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Senator Tuyr. I think this is an awfully smelly deal. I don’t 
know what laws we would have to have to safeguard things the Gov- 
ernment does if deals like this are permitted. 

It was so obvious, that it came in under reduced tariff and the only 
reason it was reduced was on the basis that the wheat was unfit for 
human consumption. It couldn’t go into human consumption and, 
if it went into human consumption, you were directly in violation be- 
cause you brought it in here under reduced tariff. 

You couldn’t help in the business but realize what you were doing, 
could you Mr. Kellogg? 

Mr. Ketioaa. I didn’t think I was violating any law by doing it. 

Mr. Mosxovirz. I would like to interject for a moment, with your 
permission? 

Senator Tuyr. Yes, you may. 

Mr. Mosxovirz. It is asking too much of any business to set him- 
self above the authority of Washington, but when the man takes the 
precautions of acquiring of the highest authority the O. K., and that 
is as far as he knows, and not to the collector of customs in Duluth, 
because he didn’t rely on her word, it happens to have been a woman, 
but the matter was referred directly to Washington to the Bureau of 
Customs and that means the Commissioner, and if the Commissioner 
says this is what you may do, [ ask you, if you would set yourself up 
above that? 

Senator Youna. I don’t think it is. 

Mr. Mosxovirz. How was one to know the law enforcement —if he 
were told, “‘go across the street,’’ he must go regardless of the traffic? 

Senator Young. You are a lawyer and I think a good one. You 
understood the intent of the quota, didn’t you? 

Mr. Moskovirz. I know this that it may be in retrospect that the 
Customs construed the law different than the Senate intended it, but 
that hs appens all the time, Senator; that is why the cases are up in 
Supreme Court and they get reversed and sometimes Congress inter- 
prets them quite differently than the way that the law and the people 
do, but to ask an ordinary businessman to sit in judgment of the Com- 
missioner of Customs is asking a little too much. 

Senator Youne. How would you write a law, other than that which 
we have to keep feed wheat from being mixed with milling wheat here? 

Mr. Moskovirz. I know the law and it is a good one, and I hope 
the House of Representatives approves it, and I hope this will correct 
the errors in the old one. That is the way it should be done. I am 
not a customs official, and perhaps they did act in their capacity. I do 
know Bunge did refer this matter again to a couple of attorneys, in 
fact, an outstanding one in the city of New York, and they received a 
ruling confirming this action. 

Senator Youna. I am not sure that it will stop it. 

Mr. Moskovirz. Everybody knows that the Senate does not want 
to do it a certain way; it is not going to be done that way. 

Senator THyr. You may proceed. 

Mr. Gurnane. I want to read part of the Presidential proclamation 
on the limitation on imports. After reciting the reasons for having 
this, it begins this way: 

Now, therefore, I Franklin D. Roosevelt, President of the United States of 
America, do hereby find on the basis of such investigation and report that wheat 
and wheat flour are practically certain to be imported into the United States 
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under such conditions and such quantity so as tend to render ineffective and 
to matirially interfere with the program undertaken w respect to whea 

the Soil Conservation and Domestic Allotment Act, and to red e substantial 
amount of flour processed in the United States from wheat produced it 
United States. Accordingly I do hereby procla the total quantity of wheat 
and wheat flour originating in anv of t countri named which may be 

or withdrawn from warehouse for consumption for anv period of 12 
commencing May 29, shall not 1 a shown s ea fs 
countries which quantiti s 1 hereby find and eclar- s vn t the invest 

to be necessary to prescribe in order that the entrv of wheat and wheat flour 

not render or tend to render ineffect or materia nterfere with the pr 
undertaken with respect to wheat uw r the Soil Conservat ul LD) 
Allotment Act, or to reduce substantially the at ! f any product pr 

in the United States from wheat produced in the United States 


I would also like to state for the record, that the quota limitation 
was 800,000 bushels annually ; 795,000 was allocated to Canada for 
importation; is that correct? 

Mr. Kewtuoace. That is right 

Mr. Guinane. Now, you were very familiar with that, were you 
not, Mr. Kellogg? 

Mr. Kretioaa. I knew there was a quota on imports; yes, sil 

Mr. Guinaneg. Other than what was stated in here, what was your 
idea of that import restriction? Why did you think you could bring in 
wheat for milling purposes over and above the quota limitation fixed 
by the President? 

Mr. Mosxovirz. I don’t think it is a proper question. It is argu- 
mentative. It is an argument with the witness about the inter- 
pretation of the law 

Senator Tuy. I think the question should be answered for this 
reason: Here is a public law that is on the statute books and a man in 
the importing of grain business should be familiar with the laws; 
should he not? 

Mr. Mosxovirz. He has testified he is familiar with the law and 
he has testified that he informed the customer specifically that this 
wheat would be used in part for milling purposes. 

Senator Tuyr. Nevertheless, from thi standpoint of his own 
conscience and convictions, what was his opinion insofar as the quota 
that was allowed from Canada? What was his opinion of the public 
law and the Presidential proclamation? What was your own con- 
viction concerning the law, Mr. Kellogg? 

Senator Youna. Further, may I add insofar as these imports 
interfere with the price-support program they are contrary to law; 
you understood that, didn’t you? 

Senator Tuyr. It is a question insofar as it relates to Mr. Kelloge’s 
own convictions as one who brought in the grain and was selling it 

Senator Youna. I think the questions should be answered, both of 
them. 

Mr. Keutuioaa. The ruling we had Senator, I thought it was per- 
fectly proper to bring it in and sell it. 

Mr. Guinang. You thought of the idea before you got the ruling 
on bringing it in for milling purposes? 

Mr. Ketioaa. Well, I really couldn’t answer that. The grain 
business—the grain man buys something when he thinks it is cheap, 
not knowing exactly what he is going to do with it. 

Senator Tuy. It was not cheap, not if it was used for feed purposes. 
You have stated that already for the record; it would not have been 
cheap wheat if it was going into feed. 
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Mr. Keutuoaa. In this district, that is correct, probably correct. 

Senator Toye. And it was only cheap if you could put it in the 
channels of human food? 

Mr. Keiioae. Yes, sir. If there was a possibility, quite a possi- 
bility when we bought it, that we would have te sell it as a feed and 
for what we could get for it. 

Mr. Gr INANE. Did you confer with officers of the New York 
corporation of Bunge prior to attempting to get this wheat in at 
Duluth? 

Mr. Keiioaa. Yes, sir 

Mr. Guinang. What did they tell you? 

Mr. Ketioee. Well, that I couldn’t quite answer. 

Mr. Guinane. Was it youl idea or was it the idea of the officers 
of the New York compan) ? 

Mr. Ketitoga. It was my idea 

Mr. Guinane. And you took it up with them as to the idea of 
milling purposes? 

Mr. Kenioae. It ordinarily is the procedure of our business up 
here. We buy something or sell something. 

Mr. Guinane. I am wondering 

Mr. Ketitoae. I am expected to in cases. 

Mr. Gurnane. Did you take the matter up with the New York 
operation, relative to the importirg of this grain that was unfit for 
human consumption, to be used for milling purposes? 

Mr. Keriioae. Yes; I am quite sure that I did. 

Mr. Guinane. You did? 

Mr. Ketioae. Yes. 

Mr. Gurnanr. What did they tell you? 

Mr. Keiioaa. After we got the ruling, they thought it was all 
right. 

Senator THyr. How many bushels of wheat had you brought in 
from Canada before you got the ruling? 

Mr. Kettoca. We did—when was that? 

Mr. Gurnane. It was October 16 that we had that ruling. 

Senator THyg. October 16. 

Mr. Keuioaa. Prior to that time, we had bought 730,000 bushels 
that went to Buffalo. 

Mr. Gurnanre. How many bushels of wheat did you bring in? 

Mr. Kertitoac. The total? 

Senator Toyz. How many bushels of wheat did you have in here 
before you got this ruling on imported damaged wheat from Canada? 

Mr. Kexioaa. Into Duluth, there was 125,000 bushels. 

Mr. Guinane. You had imported 125,000 bushels into the port of 
Duluth? 

Mr. Kewuioaa. Yes, sir. 

Mr. Guinang. What other ports? 

Mr. Ketioaa. From Buffalo, 73,000 in September. 

Senator Toyz. From Canada to Buffalo, 73,000? 

Mr. Mosxkovirz. That was the date of purchase, Mr. Kellogg? 

Mr. Ketuoaa. Yes. 

Mr. Mosxovirz. October 2, it came into Buffalo. 

Senator THyr. What came into other ports? 

Mr. Keiitoae. September 28, we handled approximately 125,000 
bushels, and that is the same 125,000 that I mentioned. 
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Senator Toys. That was into Duluth? 

Mr. Ketuioae. Yes, sir. 

Senator Ture. What else did you bting in besides the 73,000 at 
Buffalo, and the 125,000 at Duluth, what other ports did you import 
grain to? 

Mr. Keiioaa. Those are the only two. 

Senator THysr. So in reality, you had imported 198,000 bushels of 
grain prior to the time that you obtained the ruling from the customs 
officials? 

Mr. Kewioaa. Yes, sir. 

senator TH K. And you proceeded aitel t} at 1p the fall ot 1950, 
October and on, to a total of 869,000 bushels. Is that corre 
Mr. KELLOGG. Yes. 

Senator Youna. In the years af 
ing in after the ruling? 

Mr. Kevioce. Grain to thi 
Mr. Mosxovirz. For the 3 years, Senat yr? 

Senator Youna. Yes, sir. 

Mr. Mosxovirz. 5,675,672. 

Senator THye. 5,675,000 bushels? 

Mr. Moskovirz. Yes 

Senator Younc. Most of which was sold to millers? 

Mr. Krttoce. What was that? 

Senator Youna. Most of it was sold to millers? 

Mr. Kertuiocae. No, there was quite a lot sold to people at the 
gulf who were, as | understand, mixing it into 

Senator Tuyr. We are going to find that out when we get down 
to Galveston. You gentlemen brought in 5,675,672 bushels of this 
Canadian damaged grain under reduced tariff? 

Mr. Ketioaa. Yes, sir. 

Senator THyr. And you have no records written where you can 
show us in writing that you notified any of the processors or millers 
that this was grain brought in under reduced tariff, that was marked 
and should have been sold as unfit for human consumption. 

Mr. Mosxovirz. The records are not quite that way. I looked 
over some of them, at d I think we should bring them here. 

Senator Toye. But, Mr. Kellogg, the agent acting here is telling 
us that he has nothing in writing where he informed the buyer. 

Mr. Mosxkovirz. Senator, I meant to say I looked over the sales 
documents, apparently, some of them described the wheat in various 
ways, different ways, as far as the sales confirmations, were concerned. 
If that is what the Senator wants, the records do not quite have that 
blankness which the Senator indicates 

Senator Younc. Do the sales slips indicate that this wheat was 
shipped in under the classification of unfit wheat? 

Mr. Krvitoae. Some of them do. 

Mr. Mosxovirz. Some of them do. 

Senator Toyz. As wheat unfit for human consumption? 

Mr. Mosxkovirz. There was probably no pattern to the thing 

Mr. KELLOGG. The big part of the wheat that was bought to £o to 
the gulf for export was sold in bond and naturally the buyer 

Senator Tuyr. Explain to us what you mean by bond. 

Mr. Ketitoce. When I bring anything in in bond for export, the 
duty is not necessarily paid on it. 


ter that, how many bushels did you 
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Senator Tuyr. The shipment comes in and is labeled, a carload 
of that wheat, going across the United States to a point, a distant point, 
the cars are labeled and it comes in here without paying any duty on it? 

Mr. Ketioaa. Yes, sir 

Senator THyr. How many bushels came in in bond 

Mr. Kextioace. A large amount, we have an exhibit here and we 
carried out exactly what it was. 

Senator THyr. Was this that came in bond a part of that 5 
million that came in? 

Mr. Kertioaa. Yes, sir. 

Mr. Gurnang. How much did Kellogg Milling Co. bring in—the 
total? 

Mr. Krtioaae. Excuse me, I will have to see. 

Mr. Gurnane. All right. 

Mr. Keviioaa. 1,787,000 bushels. 

Senator Tuysr. 1,787,000? 

Mr. Kriioaa. Yes, sir. 

Mr. Gurnane. Was that what came in bond? 

Mr. Ketioaa. That is of the Kellogg Milling Co. 

Senator Toys. That is a direct question. 

Mr. Guinane. What was the figure for Kellogg Milling Co. on 
this grain that was unfit for human consumption? 

Mr. Krtioaa. 1,787,000. 

Mr. Gurnane. How much of this wheat did Hallet & Carey bring in? 

Mr. Keutioaa. Hallet & Carey didn’t bring in any wheat. 

Mr. GuInane. I just want to bring out again the setup of the 
three companies. The Hallet & Carey Co. is a wholly owned sub- 
sidiary of the Bunge Corp? 

Mr. Ketioae. That is right. 

Mr. Guinane. And where did you have offices of the Kellogg 
Milling Co.? 

Mr. Ketioce. In Minneapolis Grain Exchange, room 280 of that 
building. 

Mr. Guinang. Where does Bunge have its office? 

Mr. Kettoaae. On the same floor. 

Mr. Guinane. It is adjoming? 

Mr. Ketioae. The Kellogg Milling is between the Bunge Corp. 
and the Hallet & Carey Co. 

Mr. Guinane. They are all adjoining offices? 

Mr. Mosxovirz. They are on the same floor, the same corridor. 

Senator Youna. The Bunge Corp. is a wholly foreign-owned 
corporation? 

Mr. Ketioaa. That is correct. 

Mr. Moskovirz. It is hard to say, Senator. I know at one time 
it did have some American stockholders in it. 

Senator Youna. Practically all of it is foreign owned? 

Mr. Mosxkovirz. Yes. 

Senator Youna. You will admit it is foreign owned? 

Mr. Moskovirz. Yes. 

Senator Youna. As a corporation, they pay 

Mr. Moskovitz. They pay excess-profits taxes. 

Senator Youna. As individuals they do not? 

Mr. Moskovirz. As individuals, I think that they pay the sam 
as home owned, the same taxes. 
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Senator Youna. Any profits they made, they paid no income taxes 
on tt. 

Mr. Mosxovirz. That is not true—they pay the same tax, those 
who own a foreign corporat lon— that part is subiect to « orporation tax. 

Senator Youna. Yes, but not 

Mr. Moskovirz. Any dividends, they pay the same tax as anybody 
else pays. 

Senator Youna. As individuals? 

Mr. Mosxkovirz. As individuals. 

Senator Y ouNG. A foreign r does not pay income tax in this ¢ oun- 
try. 

Mr. Mosxovirz. He pays 30 percent up to fifteen hundred, and any 
difference above that he pays a greater percentage of tax 

Senator Youna. If he is a foreign citizen? 

Mr. Moskovirz. A foreigner who receives dividends in the lower 
bracket pays a higher rate than the American citizen does 

Senator Youna. I never understood it that way 

Mr. Moskovirz. The laws are not too kind to foreigners in that 
respect, as I understand them. 

Senator Youna. I think you are wrong 

Mr. Mosxovirz. My best understanding is that the tax on divi- 
dends paid to nonresidents, alien individuals is 30 percent of all 
moneys received with no exemptions. It does not have the same 
exemptions. If he earns more than $15,400 then his whole tax is 
recalculated and he pays the same rate as an American but he got no 
deductions for charities and the other deductions the American citizen 
has. If he pays the same, it would be when he earns more money. 

Senator Youna. I would like the counsel to prepare that exact 
information for the record, please. 

Mr. Stanton. Yes. 

(The information referred to above is as follows 

Bunge Corp., as a domestic corporation, is subject to the same taxes as other 
domestic corporations. 

Dividends, salaries, and other determinable periodical gains paid bv Bunge Corp 
to nonresident alien individuals and foreign corporations are subject to a 30 
percent tax under sections 211 (a) and 231 of the Internal Revenue Code unless 
(1) the taxpayer is an individual and has an aggregate income of the typ rv 
bv section 211 (a) in exeess of $15,400; or (2) the taxpaver is engaged in trade or 
business in the United States; or (3) a lower rate is provided by treaty Net 
capital gains of individuals are also taxable at 30 percent under section 211 (a), but 
only if the taxpayer is temporarily present during the taxable year 

A nonresident alien individual whose aggregate income of the type covered by 
section 211 (a) exceeds $15,400 and who is not engaged in trade or busi! 
United States is subject, unless otherwise provided by treaty, to a tax equa 
greater of: (A) the 30 percent tax provided by section 211 (a), or (B) a tax con 
puted in the same manner as that applicable to citizens (except that only income of 
the type described in section 211 (a) and only charitable deductions and deductions 
applicable to such income are taken into account 

A nonresident alien individual or foreign corporation engaged in trade or business 
in the United States is subject to the same tax as a citizen or domestic corporatio! 
except that only gross income from sources within 
tain charitable deductions and deductions applica! 
account, 4 

Sections 143 and 144 of the Internal Revenue Code provide for withholding the 
above described 30 percent tax at source. 

Information received by the committee indicates that some of the stockholders 
of Bunge Corp. may be citizens of Belgium, the Netherlands, Argentina, and 
Uruguay. The United States has tax conventions with Belgium and the Nether- 
lands providing for a 15 percent, rather than 30 percent, tax on dividends (5 
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percent in the case of subsidiary corporations in certain circumstances in the 
Netherlands Treaty We do not have tax conventions with either Argentina or 
C 


Mr. Guinane. The totals of those amounts of the Bunge Corp. and 
the Kellogg Milling Co. is approximately 7% million bushels, is that 
right? 

Mr. Keiioaa. Yes. 

Mr. Gutnanz. And while you were vice president in charge of 
Bunge Corp. you were also a partner in the Kellogg Co., a senior 
partner, is that correct? 

Mr. Ketztoaa. Yes, sir 

Mr. Guinane. Were files intermingled between Bunge and Kellogg 
Milling? 

Mr. KELLOGG. No, sir. 

Mr. Guinang. With Hi let & Carey? What part did they play in 
the importation of this wheat 

Mr. Kutioae. None whatsoever. Now, to clarify one thing 
There is practically all practically all this wheat was bought from 
Hallet & Carey Oo, LAd., Of Winnepeg and they have no connection 
with the Hallet & Carey in Minneapolis. 

Mr. Guinang. They have no present connection? 

Mr. Keiioae. That is right. 

Mr. Gurnanz. Do you have any contractual relationships so they 
were purchasing the wheat there, and you would get a kickback from 
the regular price? 

Mr. Keiioaa. No, they didn’t buy anything for us. They bought 

and sold it to us. 

Mr. Gurnanz. And you purchased also from the Bunge Corp. 
Winnepeg? 

Mr. Kettoce. Through them; yes. 

Mr. Guinanr. How many bushels were purchased from Bunge 
Corp. of Winnepeg of this wheat? 

Mr. Ketioaa. For Kellogg or for Bunge? 

Mr. Guinane. For both concerns? 

Mr. Ke_toae. Bunge bought nothing. 

Mr. Gurnang. And the Kellogg Co 

Mr. Ketioaa. The Kellogg Co. bought nothing through Bunge. 

Mr. Guinang. How much did Bunge buy? 

Mr. Keiioaa. I am quite sure that is correct. 

Mr. Mosxovirz. Yes, they did. They did buy from Bunge, Ltd 

Senator Tuy. Will you speak so the reporter can hear you. 

Mr. Moskovirz. We have a list here of all of our purchasers, right 
down to the bushel and this was prepared for the benefit of the Senators 
and I will be very glad to show it to you and it will speak for itself. 

Mr. Guinane. I think we can bring out what we want. 

Senator Tyr. You are seeking information and therefore, you 
have the record before you. Answer the questions that Mr. Guinane 
has asked. 

Mr. Moskovirz. Will you repeat the question? 

Mr. Guinane. How much wheat was purchased either by Kellogg 
Milling Co. or the Bunge Co. of Minneapolis from the Bunge Co. , Ltd. 
in Winnipeg. 

Mr. Mosxovitz. From Bunge, Ltd., Canada? 

Mr. GuINnANnE. Yes. 

Mr. Moskovirz. I want to add them up. 
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Mr. Krtioce. Approximately 14 million bushels; is that correct? 

Mr. Moskovirz. Over a million and a half bushels. 

Mr. Gurnanz. Did you have the figures there of the purchase price 
that Bunge, Ltd., paid for this Canadian wheat per bushel? 

Mr. Keiioae. Yes. 

Mr. Moskovirz. Yes; I have that. 

Mr. Guinane. What was that? 

Mr. Keutioaea. The first purchase was $1.58%, in store. 

Mr. Guinane. Thst was the purchase price by Bunge of Winnipeg? 

Mr. Keuioaea. Yes. 

Mr. Guinane. From the sellers, was it not? 

Mr. Keuioae. Yes. 

Mr. Moskovirz. That is the purchase price paid by Bunge Corp. 
of New York to the Minneapolis office from the Bunge Corp., Ltd 

Mr. Gurnange. Do you have information as to how much Bunge, 
Ltd., paid for this wheat in Canada? 

Mr. Krettoga. No; 1 do not 

Mr. Gurnang. What was the average price per bushel that Bunge 
Corp. paid for this Canadian wheat over the 3-year period? 

Mr. Ketuioaea. I don’t think we are 

Mr. Mosxovirz. Yes; we do know what the average pric paid 
over the 3-year period was. We have had to reduce it to a common 
basis, Senator, because, Mr. Guinane said and it is bought in the 
various ways—in store, in port, in many ways. It is bought in 
various ways, on f. 0. b., Duluth, which reduced the wheat to a com- 
mon denominator. The average price for 1950 was $1.82285; and in 
1951, $1.877348, and in 1952, $1.89732. These represent our total costs 
f. o. b. Duluth. 

Mr. Guinang. In 1950, what was the average price of good United 
States wheat, domestic wheat, do you have that with you? 

Mr. Mosxovirz. I don’t have that. 

Mr. Ketuoaa. I don’t have it either. 

Mr. Gurnane. Well, we will pass that for a minute. Do you recall 
what the average price of domestic wheat was in 1950? 

Mr. Kettoce. No;I1 donot. I would have to look that up 

Mr. Gurnang. Mr. Henderson, do you know? 

Mr. Henperson. Well, I would say 

Mr. Kettoee. Mr. Henderson would know that, I do not. 

Mr. Gurinane. Do you recall what it was in 1951 and 1952? 

Mr. Ketioae. No, sir. 

Mr. Guinane. How much over this price, the prices paid for 
Canadian wheat unfit for human consumption, was the price of the 
United States domestic wheat? 

Mr. Moskovirz. for the same grade? 

Mr. GurnaNne. For good United States No. 2 and No. 1 hard wheat? 

Mr. Ketuioae. I would venture that No. 2 hard wheat at th lf 
was worth 25 cents a bushel more than this, that is a guess on n 

Mr. Guinane. That is 25 cents a bushel more? 

Mr. Ketuioaa. I think that is about it. 

Mr. Gurnang. Was United States wheat selling for about $2.50 a 
bushel during the period? 

Mr. Ketioae. That I couldn’t answer. 

Mr. GuiInang. You have no idea? 
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Mr. Ke.tioaae. No, because the wheat—our office here was not in 
the export business, that is all handled from New York but I know 
approximately, I would guess, that the Canadian wheat was probably 
25 cents a bushel cheaper. 

Mr. Guinane. Who put on the advertising campaign to sell this 
Canadian wheat to the United States mills and dealers? 

Mr. Ketioae. That I don’t know. 

Mr. Gutnane. You do not know? 

Mr. Ketioae. No 

Mr. Guinanz. Who put on the advertising campaign for Bunge «& 
Kellogg Milling to sell that wheat? 

Mr. Mosxovirz. I don’t like the idea of interjecting in these things. 
I think the witness should be left, but that is like the question asked, 
when did you stop beating your wife. Was there any advertising 
campaign, and then, if so, who did it? 

Senator Turn. Let’s frame the question in that manner. You 
may proceed and ask the question in that manner. 

\Ir. KeLtLtoaa. There was no advertising campaign. 

Mr. Guinaner. You made no effort to sell the wheat? 

Mr. Ketioaa. Oh, yes. 

Mr. Gurnang. What efforts did you make? 

Mr. Ke.ioae. By contacting buyers, either over the telephone or 
in person 

Mr. Guinane. Did Bunge do that itself? 

Mr. Kettoaa. Bunge of Minneapolis? 

Mr. GuInane. Yes. 

Mr. Ke.uoaa. Yes. 

Mr. Gutnane. Did it do the selling? 

Mr. Ketioaa. Mr. Henderson and myself. 

Mr. Guinane. Did Hallet & Carey have anything to do with it? 

Mr. Ke.titoae. We sold some to Hallet & Carey, which they in turn 
sold to mills 

Mr. Guinang. Who handled the clearing of customs documents for 
Bunge? 

Mr. Ketitoee. Mr. Vosika. 

Mr. Gurnane. Mr. Vosika? 

Mr. Ketuoaa. Yes. 

Mr. Gurnane. Was he head of Hallet & Carey, or the general 
manager? 

Mr. Ketuoae. He is the traffic manager. 

Mr. Gurnane. And also an attorney for the company? 

Mr. Keiioae. Yes, sir. 

Mr. Guinane. For the Hallet & Carey Co.? 

Mr. Ke.uoae. Yes, sir. 

Mr. Guinans. Which is owned wholly by Bunge Corp. 

Mr. Ketioae. No; that is not correct. 

Mr. Moskovirz. Hallet & Carey is not owned by the Bunge Corp.; 
it is affiliated and has common ownership. I am not trying to be 
technical about it, but 1 want to get the record absolutely clear. 

Mr. Guinane. It is a wholly owned corporation of Bunge? 

Mr. Moskovirz. Somebody had insufficient facts who informed 
you. 

Mr. Gurnane. How did you go about selling this Canadian wheat? 
Will you relate some of the things you did? 
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Mr. Ketitoaa. The wheat I sold that went to the gulf was sold 
over the telephone, as most of our business is done, and a wheat 
that was wheat sold to the mills—there are a few mills that we sold 
wheat to and their buyers, we are around with them everyday. 

Mr. Gt INANE. And you se nt sale smen down throug rh the Southwest 
selling this wheat? 

Mr. Keuioaa. Hallet & Carey did; yes, ‘Sir. 

Mr. Guinane. Under your instructions 

Mr. Ke.ioaa. Well. I would venture to say yes, | was making an 
effort to sell this wheat and Hallet & Carey had contacts with flour 
mills that Bunge Corp. did not have. 

Mr. Guinane. What was your instruction to Hallet & Carey? 

Mr. Ketioaa. To sell the Can a lian whes ut. , 

Mr. GUINANE. An | to advise § ll pure! lasers 1t was Canadian wheat? 

Mr. Keuuoaa. Yes, si 

Mr. GuiINnANeE. And mise them, too, it could not be used under 
the subsidy program? 

Mr. Ketuoaa. Yes, sir. 

Mr. GuINANE. You gave those instructions to whom? 

Mr. Ketutoaa. To Mr. Dodg« 

Mr. Gutnane. Did you give those instructions to Mr. Vosika 

Mr. KeLioaa. Le had nothing to do with the sale of the wheat 

Mr. Guinane. Do you have anything in writing to show the 
instructions you gave? 

Mr. Ketioace. No. 

Mr. Guinane. Nothing whatsoever? 

Mr. Keutuoaa. No, sir. 

Mr. Guinane. Did Mr. Dodge make quite a sales effort to sell this 
wheat in the Southwest? 

Mr. Keutuoaa. Yes, sit 

Mr. GuInaNe. I would like to read into the record on the letterhead 
of Hallet & Carey, a letter signed by B. J. Dodge, salesman for Hallet 
& Carey. I think that is the title. He is salesman for Hallet & Carey. 
This letter is dated May 14, 1951, captioned ‘‘Memorandum of south- 
western trip by B. J. Dodge”’ : 


» 


At Kansas City * * * naturally I met with Walt Mulloy and found him busy 
buying No. 5 hard wheat for export, on basis of 16 over Kansas City option 
delivered the gulf. 

Also had a nice visit with the manager of the Tex-O-Kan people, at Kansas 


City, Mr. Aaron Furhman Found all of their wheat buying for mills is done 
through the Dallas, Tex., office There is ¢ 1 possi ilitv that later on Mr. Furhmat 
might buy some Canadian wheat to work through Kansas City, but at the present 


time it doesn’t look too good 

an TRY AG Wichita * * * T called on the Consolidated Milling Co., Mr. Russell 
Payne, buyer. 

They are now owned by Rodney Mills at Kansas City, but do their buying 
direct. They will not touch the frost damaged wheat, but are prospects for 
spring wheat. Their demands for spring wheat will depend entirely on the 
outcome of the Kansas crop 

I also called on the Wichita Flour Mills, at Wichita, a young fellow by the name 
of Fred Merrill, is now their wheat buyer, and he requested a 5-pound sample of 
the Canadian frosted wheat, which is being sent today This account again will 
depend on the outcome of the Kansas crop, and a possibility of new subsidies 
and export business. 


Now, what did he mean in that paragraph: 


this account again will depend on the outcome of the Kansas crop and possibili- 


ties of new subsidies and export business. 
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Mr. Ketioae. I do not know. 

Mr. Guinane. Do you recall seeing this letter? 

Mr. Keutioaea. No. 

Mr. Gutnang. Who would normally see this letter? 

Mr. Ketioaa. Mr. Kibler, who is now president of Hallet & Carey. 

Me. Gurnann. And you kept in pretty close touch with their selling 
activities; did you not? 

Mr. Ketuoaa. Yes, quite a bit. 

Mr. Gutnanz. And you talked by telephone with a number of 
people that Dodge called on? 

Mr. Ketitoae. No, I don’t believe I did. I think we left that to 
Mr. Dodge as he made the contacts. 

Mr. Gurnane. I will read further: 

At Houston, Tex. * * * IT met Mr. Cowan and Mr. Roper. Mr. Cowan is 
the wheat buyer. They have a very large mill and also have a feed plant. They 
are owned by the Continental Grain Co., but have requested a sample for the 
59-pound frost damaged wheat and seemed to be very much interested; of course, 
however, as all of the others told me, they say it will depend on the export demand 
We have sent them a sample of the frost-damaged wheat and are quite optimistic 
that should conditions in export improve, we will be able to sell them wheat 


direct 


Doesn’t this indicate that vour complete sales was aimed at export 
business and the collection of subsidies? 
Mr. Ketioaa. No, sir. 


Mr. Gurnane. I will read another part of a paragraph. 


[he big people in Texas are the Tex-O-Kan people at Dallas, Tex Bill 
Lathrop is the head of the grain department there, and operates under the name 
of Crouch Grain Co. They have both flour and feed business and have made 
fairly large sales of flour to the Bunge Corp. Bill Lathrop is an old friend of the 
writer’s, having been in business for years at Kansas City under the name of 
Lathrop Grain Co. Think during the last few years, prior to his going with the 
Tex-O-Kan people, he was with the Commoaity at Kansas City. This is a big 
setup and in order to make a trial on the frosted wheat, Mr. Lathrop gave me an 
order to load out one car and book it to them for prompt shipment. If this works 
out satisfactorily, and export business develops, this could be our biggest account 
in the Southwest. 

There were several other comments on the selling campaign, and 
you were generally familiar with it and I call your attention to the 
fact that I call it a campaign because of this lengthy memorandum 
and coverage he had on it, and you were generally familiar with his 
efforts? 

Mr. Keuuoae. Yes. 

Mr. Gurnane. Did you ever instruct Mr. Dodge to be sure and 
steer clear of export subsidies program of the Government, can you 
show any piece of paper or correspondence you have? 

Mr. Ketioae. No. 

Mr. Moskovirz. May I ask the witness a question at this point? 

Senator Tuyr. Yes, sir. 

Mr. Moskovyrrz. Is it customary to give salesmen instructions in 
writing when they are where you see them every day? 

Mr. Ky LLOGG. We never do. 

Mr. Nicnous. He has told everyone that this is Canadian frosted 
wheat 

Senator Toye. It is also very significant that each one of those 
same prospective purchasers make reference to the foreign export 
business as an influencing factor as to whether they purchased it or not. 





IMPORTATION OF FEED WHEAT 193 


Mr. Nicnois. What a purchaser may be or may not do, is not the 
business of this gentleman. 

Senator Ture. There is no reference, no salesman’s information to 
the purchaser that this is here under a reduced tariff. 

Mr. Nicnots. This is not wheat they are talking about at all, all 
the time. 

Senator Tuys. It does not state in the record it came in under a 
reduced tariff. 

Mr. Nicos. They all knew that. 

Senator Tnyr. I would say they just simply say it is 59-pound 
wheat. You knew 59-pound wheat is awfully close to 60-pound wheat, 
which is your weight of wheat, and they refer to a 59-pound and only 
frost damaged and they say nothing about reduced tariff. 

Mr. Moskovirz. This was not No. 1 or 2 or 3 or No. 4 wheat. 
This stuff was graded to the agriculture standards and most of it was 
sold as sample grade grain. 

Senator Tuyr. The only question involved here is that the pur- 
chaser, your prospective purchaser said it all depended upon the 
export business and what it did. The correspondence shows Canadian 
wheat and 59- pound wheat was mentioned in the correspondence and 
no reference to the fact this was unfit for human consumption. 

Mr. Moskovirz. It was not unfit for human consumption. 

Senator Turn. T rr is how you got it in here, under the reduced 
tariff. You couldn’t bring in the grain unless it was graded as unfit 
for human consumption, that is the only basis you could bring it in. 
That is the way the volume came in under the reduced tariff, because 
if it had not come in under the label as unfit for human consumption, 
it could not have come in the volume it did. 

Mr. Mosxkovirtz. We told the customs that it was not going to be 
used as feed. We didn’t tell them and try to get some ambiguous 
basis. We told them for milling purposes, Senator. 

Senator Turn. I know, and you know, the law relative to quotas 
and you know the tariff regulations. You couldn’t help but know, 
being an attorney, or you gentlemen in the business that you are in. 
You couldn’t help but know the quota restrictions and the tariff that 
must be paid on the grain. 

Mr. Mosxkovitz. Knowing all that we asked the customs what the 
law was. Now you have these seven regulations on the books and 
the Government itself gives its interpretation and not some little 
collector of customs or some woman who can be imposed upon; the 
Commissioner of Customs in Washington, D. C., that is being asked. 
| Senator Young. Most of the wheat that was exported at that time 
was exported under Government-subsidy programs 

Mr. Ke.ttoce. The subsidy program was in question 

Senator Youna. If this wheat went into the Government-subsidy 
program, it would be illegal. 

Mr. Ke.ioca. That is correct 

Senator YOUNG. Why would you have contacted the exporters? 

Mr. Ketuoaa. There was a lot of wheat that didn’t go out under 
International Wheat Agreement for export 

Senator Youna. Did you tell the wheat was mixed with any other 
wheat and, if it was, it would be illegal? 

Mr. Keuuoaa. Yes, sir. 

Senator Tuyr. You have the records to show that? 
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Mr. Ketuoae. I really couldn’t tell you, but I really doubt that. 

Senator THyr. You may proceed. 

Mr. Gurnane. I want to read a letter of May 18, 1951, written to 
the Brackett Grain Co., 614 Meecham Building, Fort Worth 2, Tex., 
attention of Mr. Ben M. Ferguson: 

Dear Ben— 

It is written over the signature of B. J. Dodge of the Hallet & Carey 
Co. 

Mr. Mosxovit1z. I think the last document should be marked in 
evidence because I don’t know what the rest of the letter said. | 
think it should be all in the record. 

Mr. Guinane. I will gladly do it. 

Senator Tuyr. He will give it for the record. 

Mr. Mosxkovirz. Thank you, sir. 

Mr. Guinane. Incidentally, Senator, if you are not aware of it, this 
was a memorandum of Dodge to Hallet & Carey, the home office. 
He referred to Canadian wheat in writing to his office but nowhere 
do you see on this memorandum that it ever mentioned Canadian 
wheat other than frost-damaged in reference to telling people to 
whom he was talking. 

On this letter to Brackett Grain Co. 

Attention: Mr. Ben M. Ferguson. 

Thanks very much for your letter of the 16th giving us the information on 
the No. 4 and No. 5 hard-wheat basis export I know it is going to be difficult 
to interest any of the mills in the frost-damaged wheat at the present time and 
partially due to the fact that we cannot guarantee better than August shipment 
at the time, and partly because they want to wait and see what their own crop 
conditions in the Southwest are going to be before taking any further steps 


toward buying wheat We have a feeling that there should be a better demand 
in June as we understand subsidies will again be in and we look for an increase 
in export business and domestic flour business et that time. Most of the mills 


in our territory tell us that their unshipped flour is down to a very low point. 

Insofar as this frost-damaged wheat being condemned, I can only say what I 
have told you before—that we have shipped perhaps a million and a half bushels 
into your territory and there has never been any thought that it might be con- 
demned. As a matter of fact, there is no reason for it to be condemned as the 
wheat is sound except for the frost damage. In selling this wheat, we merely 
specify sample grade frost-damaged wheat, 59-pound or better, so the buyer in 
buying at that basis is not taking too much of a risk. 

At the present time we are quoting this frost-damaged wheat at 27 under the 
Minneapolis July fr. ‘o. BD. Minneapolis. We have 100,000 bushels for August 
shipment, 100,000 for September, 100,000 for October, and 100,000 for November. 
Should we find that we can make earlier shipment, we will contact you in the 
hopes that somebody would go for prompt shipment. We figure our price on this 
frost-damaged wheat is still about 14 to 15 percent a bushel cheaper than your 
No. 5 hard wheat delivered Gulf. 

We appreciate hearing from you, and will keep you closely posted, and will also 
be glad to have any new crop news you care to give us. 

Yours very truly, 
Hatuet & Carey Co., 
By B. J. Dopaeg. 

Do you recall seeing that letter? 

Mr. Kretioae. No, I don’t. 

Mr. Guinane. But you were vice president? 

Mr. Ketioce. Yes. 

Mr. Guinane. In May 1951? 

Mr. Ke.ioaa. Yes, sir. 

Mr. Guinane. And Hallet & Carey operated under your direction, 
generally? 
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Mr. Ketioae. I was president of Hallet & Carey Co., but Mr. 
Kibler was the active head of Hallet & Carey. 

Mr. Guinane. You know Mr. Dodge; of course? 

Mr. Kretuioaa. Yes, sir. 

Mr. Guinane. What risk was he talking about? 

Mr. Ketitoaa. Mr. Dodge is in the room. He could answer tat 
better than I could. 

Mr. Guinane. We will postpone that for a while. I will continue 
on the letter. The last paragraph reads 

At the present time we are quoting this frost-damaged wheat at 27 under the 
Minneapolis July f. o. b. Minneapolis 
Then he Says: 

We have 100,000 bushels for August shipment, 100,000 for September, 100,000 
for October, and 100,000 for November. Should we find that we can make 
earlier shipment, we will contact you in the hopes that somebody would go for 
the prompt shipment. We figure our price on this frost-damaged wheat is still 
about 14 to 15 cents per bushel cheaper than vour No. 5 hard wheat delivered 
gulf. 

You don’t recall that that letter came to your attention? 

Mr. Ketioaa. No, I don’t believe it did. 

Senator TuHyr. But vou were president of the company? 

Mr. Ketuoaa. Yes, sir. 

Mr. GuInaNnge. Now, would you say that that letter was cautioning 
these purchasers of this wheat not to use it under the subsidy program? 

Mr. Ketioaa. | don’t know what Mr. Dodge told them. 

Senator THyr. Let’s have Mr. Dodge answer that question. Mr 
Dodge, will you step forward, please? 

(Mr. Dodge is sworn. 


TESTIMONY OF B. J. DODGE, HALLET & CAREY, LTD., 
MINNEAPOLIS, MINN. 


Mr. Guinane. | have several other questions for Mr. Dodge and 
l was going to call him as a witness. 

Senator THyr. This one question right here should be answered 
at this time. 

Mr. Guinane. Do you recall that letter, Mr. Dodge? 

Mr. Dopar. Yes; I recall the letter. 

Mr. Guinang. What did you mean when you stated: 

In selling this wheat, we merely specify sample grade frost-damaged whea 
59 pounds or better, so the buyer in buying at tl 
of a risk. 


at Dasis Is not taking too much 


Further ahead, you state that it would not be condemned and he was 
not taking any particular risk in it being condemned. Did you go to 
Fort Worth? 

Mr. Donar. Yes. 

Mr. Gurnane. Did you tell them about the possibilities? 

Mr. Dopar. | was fully aware of the International Wheat Agree- 
ment program. 

Mr. Guinane. Why was your whole sales from these letters appar- 
ently based on export business and when subsidies came in? 

Mr. Dopar. That is because the Southwest Mills take grain out 
of Duluth on an export rate and substitute bills and 
Mr. Guinane. You may go ahead. 
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Mr. Doner. I think Mr. Vosika can explain that as to how this 
wheat would be used, probably billing out of Texas going east and 
the other billings would go out on the Kansas wheat and support 
basis. I think that is the answer to that, sir. 

Mr. Gurinane. It still would be Canadian wheat for export? 

Mr. Dopaer. No, sir. It might be the billing which is O. K., but 
they were substituted for this other billing having gone to other 
billing, transit billing and they would substitute this other transit on 
the flour billing, going east or other directions which is common 
practice in transit. 

Mr. Gurnane. Was much of this wheat sold directly as wheat? 

Mr. Dopar. I don’t think any of it was exported. I sold to nobody 
but mills. 

Mr. Guinane. For the manufacture of flour? 

Mr. Dopae. Yes, sir. 

Mr. Gutnange. And you were always very sure you told these 
people that they couldn’t claim subsidies? 

Mr. Dover. Apparently, I was negligent in the letter. Every one 
of these people knew they were buying Canadian wheat. 

Mr. Guinane. How is it that the written evidence shows that you 
were encouraging the use of subsidies? 

Mr. Mosxovirz. I think he is characterizing the witness’s testi- 
mony. I don’t want to be technical, I think it is important here 

Senator Turn. It concerns me very much sitting here and listening 
to the facts as we find them in the record that there is no reference to 
the fact that this is Canadian wheat that came in under reduced tariff 
and could only come in if it was damaged. If it had come in under 
any other classification, it would have been subject to higher tariff 
and imposition of a quota regulation of this Government. Therefore, 
it is of a great concern to me that this record finds no reference to the 
fact this was damaged wheat 

Mr. Moskovirz. I am not an expert in the grain business, Senator, 
but the point I want to make before we go further and which I tried 
to make a while ago and didn’t complete, was that the quota that was 
read by Mr. Guinane was fixed by the Presidential proclamation at 
795,000 bushels per annum. Bunge sold less than 10 percent of all of 
this wheat that we are talking about and it is the competitiors that 
sold the other ninety-odd percent—bought and sold it. It is incredible 
that any man versed in the flour business himself might deal with a 
million or more bushels a year. Some of the big flour mills—and it 
came under the quota. They knew it didn’t come under the quota. 
They knew it was Canadian wheat. There was no misrepresentation 
of any kind. It couldn’t have been. It may be the customs was 
wrong in giving the interpretation but the fact is this, it did. 

Senator Younae. Why does this letter specifically refer to the 
possible support or subsidies program? 

Mr. Moskovirz. I think Mr. Guinane read the memorandum and 
it tells what he meant by it. 

Senator Young. It appears from the record in that letter you 
expect to sell this wheat if the subsidies support program was stepped 
up. 
Mr. Donaer. It gets back to the question of transit and rates. 
They can’t bring grain in from up in this country into that territory 
unless they can bring it on transit proposition and substitute tonnage. 
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If they want to export flour, made from this wheat, which they 
could do according to my understanding, which they could do, if they 
didn’t go to International Wheat Agreement countries. , 

Senator Youne. How were you trying to sell the wheat in that 
letter, on a basis stepped up by a subsidized Government program? 

Mr. Donveer. That is the buying business. That was the buying. 
They don’t buy wheat. If they can sell flour, they would cover in 
this substitute wheat and flour, the various grades of wheat. It is a 
very simple thing for milling businesses, Mr. Young. 

Senator Younc. The inference is there, when you sold it you ex- 
pected to find that it would find its way to export which much of it 
did later on. 

Mr. Dopae. I don’t think it is the inference at all. If they sold 
export flour for a different purpose, for a blend, they would take it for 
a blend, they wouldn’t buy additional wheat. 

Mr. Mosxovirz. They wouldn’t buy wheat from the North unless 
they were able to sell export wheat from the South. 

Senator Youna. I don’t understand your logic. 

Mr. Mosxkovitz. We are very intricate kind of business which is 
known common talk in the trade, but not known to us lawyers and 
Senators. 

Senator Toye. It seems to have a one-way traffic. 

Mr. Guinane. I would like to read another letter, Senator, if I 
may. 

Senator Tyr. Proceed. 

Mr. Gutnane. It is dated February 19, 1951, and addressed to 
Acme Milling Co. of Oklahoma City, Okla. The letter is written by 
Mr. Dodge of Hallet & Carey Co. 

GENTLEMEN: We are sending you under separate cover a 5-pound sample of 
frost-damaged wheat that will grade sample grade, and run 59 pounds or better 
in test weight. This wheat is sound in every respect except the frost damage, 
and we are quite confident that you will find after making tests on this wheat 
that you can use easily up to 10 to 15 percent. This sample is being sent at the 
request of the Brachett Grain Co., Fort Worth, Tex., Mr. Ben Ferguson, and 
we will keep him posted as to our making price. 

We sincerely hope you will be able to use some of this wheat, and we look for- 
ward to trades with you through the Brachett Grain Co. 

Yours very truly, 
Hatter & Carey Co. 
B. J. DopGE. 

I don’t see any mention in it of Canadian origin. 

Mr. Doner. I didn’t actually sell any grain. Most of the sales 
are made over the telephone and sometimes they are confirmed by 
letter and sometimes they are not confirmed. They are confirmed, of 
course, by a regular confirmation later. 

Mr. Guinane. Do you know wherein you described the Canadian 
frost-damaged wheat? 

Mr. Dope. Apparently, I didn’t. 

Mr. Gurinanr. Apparently not. 

Mr. Donae. I do know that I told them, every single one, and 
warned them about the International Wheat Agreement. That is 
for sure. 

Senator Tuyr. You are also sure these letters do not convey the 
idea to me as I sit here and listen to the reading of them that you ever 
referred to that, or you ever referred to Canadian wheat, or that it was 
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Canadian wheat that came down under reduced tariff, and this is the 
first time I have heard these letters read. 

Mr. Dopas. The wheat is in the brokerage business and I left them 
with the understanding. I could tell they could use domestically ex- 
ported, which is outside of the International Wheat Agreement. That 
was sales talk that I made to these people. 

Senator Toys. It is strange that those also would not have anything 
in writing. I can’t understand that. 

Mr. Dopar. I can bring in every one of the millers and they will 
testify. 

Senator Tuyr. I hope they will. 

Mr. Dover. I know they will. 

Mr. Mosxovirz. There is one letter, Mr. Guinane. Go ahead and 
read it, for the Senator [handing a letter]. 

Senator Tuyr. Senator Young and I may not know what it is. 

Mr. Gurnane. This is a letter dated April 24, 1951, on the letter- 
head of Bunge Corp., 42 Broadway, New York, N. Y. It is addressed 
to William G. Kellogg of that company. 

Dear Bit: With his letter of April 18, Mr. Henderson sent to us for my atten- 
tion an exchange of correspondence between your customs broker and the Treasury 
Department, Bureau of Customs, and some other papers which I am returning 
herev it! 

Upon examining these papers my personal opinion was that from a customs 
point of view there was no difficulty whatsoever in entering the merchandise on 
the preferential duty of 5-percent ad valorem and I was also convinced that the 
5-percent ad valorem duty would stick, even though the merchandise was, at time 
of entering, unfit for human consumption and subsequently was made fit for 
human consumption, due to processing. However, we were rather concerned, 
once the wheat was made fit for human consumption through processing, whether 
same should not be retroactively put under the import quota, and this point we 
wisl ed to check more tl oroughly. Therefore, we had our customs law vers go 
back into the matter and we thought it well to bring both the aforementioned 
points before him and I attach hereto his memorandum on the subject, from 
which you will notice that he concurs that there is no risk in bringing in the No. 5 
wheat, either from a customs point of view or ths quota point of view. 

I thought it well to advise you accordingly over the telephone today, and I also 
pointed out to you that you must watch out that there might be some difficulty if, 
after processing, some of the wheat would become mixed with American grain 
on which a subsidy for export would be collected from the CCC, or if that mixed 
wheat would be paid for with ECA funds. The more serious of the two, we con- 
sider to be the subsidy angle and we like you to continuously bear this in mind 

Yours very truly. 

That was on April 24, 1951. Do you recall the letter, Mr. Kellogg? 

Mr. Kexioaa. Yes; it is from Mr, Meyer. 

Mr. Moskovirz. It is signed by Jack Meyer, an officer of the 
corporation. That signature is honored by banks for large sums of 
money in checks. 

Senator Toyz. You would never know it by looking at it, and there 
is absolutely nothing typed underneath to indicate who signed it. 

Mr. Guinane. I want to ask—— 

Mr. Mosxovirz. I assure you that the banks honor that signature, 
and I have seen it on checks of very substantial sums of money. 

Mr. Gutnang. Do you believe you received this letter? 

Mr. KeEtuoaa. Yes, sir. 

Mr. Gurnanse. What care did you exercise that purchasers were 
advised this wheat did not get into or under the support program or 
under ECA program? 
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Mr. KetioaaG. The same as I told him prior to receiving this letter. 

Mr. Guinane. That you were exercising care in doing that? 

Mr. Ketioae. Yes, sir. 

Mr. Guinane. But you never did put anything in writing to that 
effect? 

Mr. KELLOGG. Looking throuch the correspondence, l W rite very 
few letters. 

Mr. Guinane. Although the correspondence we did see all appears 
to cover it up? 

Mr. Mosxkovirz. I object to that. I hate to be legal about this 

Senator Toye. The fact of the matter is in listening to the reading 
of some of these letters that there is absolutely no reference to this as 
Canadian wheat. 

Mr. Mosxovirz. I don’t think the entire letter was read in the first 
instance. There was reference to Canadian wheat. That is why I 
ask that the entire letter be read or marked. 

Senator Tuyr. And the fact it came in under reduced tariff 

Mr. Moskovirz. As I pointed out, before, Senator Thye, when you 
bring in several bushels and you come with fifty-odd million, it couldn’ t 
possibly have come under the quota. Everybody knew that. 

Senator Tuyr. Everybody also knew we had wheat going into 
channels of human consumption and the law is specific and the Presi- 
dential proclamation was there 

Mr. Moskovirz. I know how the Senator feels on what is a proper 
interpretation and what it should have been, but the fact is again 
that it was not so interpreted as unfit for human consumption in the 
terms of grading it. It didn’t necessarily follow the dictates of the 
pure food and drug act. It may be that the Senator disagrees with 
that, and the Congress will remedy the situation, but asking these 
people retrospectively to interpret when the highest authority in 
Washington has made a finding, is asking a little too much of them. 

Senator Tuyg. You may proceed. 

Mr. Guinane. I will read a letter of May 8, 1951 on the Red Wing 
Milling Co. letterhead. It is written to Hallet & Carey for the atten- 
tion of B. J. Dodge and signed by R. G. 

DEAR Ben: We ran into some difficulty on your export flour. Looks as though 
we will have to sell out the rest of the wheat we have coming from you. Inasmuch 
as the market on this type of wheat is stronger, perhaps you can work out a pretty 
good deal for us. Let us know what can be done 

Do you reeall that letter, Mr. Dodge? 

Mr. Dopae. Yes. 

Mr. Gutnane. What was the difficulty he was speaking of? 

Mr. Dongs. He probably couldn’t make shipment in time, probably 
expected to sell export flour and there have been many difficulties. 
The Red Wing Milling Co. do some export business but not very 
much. 

Mr. GuinaneE. In the letter, the difficulty had nothing to do with 
subsidies? 

Mr. Dopee. No, sir. 

Mr. Guinane. Now, this is a letter of May 3, 1951, to Red Wing 
Milling Co., the same writer of this letter, and to the attention of Mr. 
John Dengler. 


I’m wondering if you won’t find that as soon as the subsidies are again an- 
nounced that there will be some export business, and you will be able to use that 
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frosted wheat to advantage yourself. It is almost impossible to buy in Canada 
at this time. We tried this morning to buy winter cargo but were unable to get 
an offer from the Canadian Wheat Board. Bunge does not seem to be interested 
in buying any more for Minneapolis or Duluth at the present time as they have 
quite a little bought for August, September, October, and November, but oc- 
curred to me that in the event that you do want to sell some of yours, we might 
load out a car and see how it will sell on the floor. I will be talking to you within 
the next day or two. 

In the meantime, if I find anybody who is in the market for that type of wheat 
I will contact you. 

Signed by B. J. Dodge. 

Now, what did you mean that as soon as subsidies are again an- 
nounced that there would be export business, as you stated in the 
past you were dealing only with nonsubsidy businesses? 

Mr. Dopger. In the case of Red Wing, of course, he buys other 
wheat beside Canadian wheat, but in that particular case I would say 
the same thing about the one in Brachett Grain Co., that if they sell 
export flour, which they were 

Mr. Ketuoaa. If the subsidies were in favorable. 

Mr. Gurnane. From Canada? 

Mr. Ketioae. Certainly not. 

Mr. Gurnane. That is what you were speaking about is it not? 

Mr. Doneer. Frost damaged. 

Mr. Gurnane. Canadian frost-damaged wheat? 

Mr. Doper. It could have been other frost-damaged wheat. 
Maybe it was our frost-damaged wheat from Montana and North 
Dakota. 

Senator Youne. Which year, 1950 or 1951? 

Mr. Dovgr. We handled a terrific amount of frost damaged from 
Montana. 

Senator Youne. How much? 

Mr. Dopaer. I would say three or four hundred thousand. It will 
show up in the records, in the records at the State inspector’s bureau. 

Senator YounG. Frost-damaged wheat in our State in those years? 

Mr. Mosxovirz. It was mostly in Montana. 

Mr. Dopeer. It was mostly in the triangle area. It was as high 
as 50 and 60 percent of damage. 

Senator Youne. The total area would be very, very small. I have 
been in the wheat business all my life and I think I am learning some- 
thing today. I don’t know of 500,000 bushels frost damaged in 
3 or 4 years. 

Mr. Dopge. I know 60,000 bushels I bought, that is one alone, 
besides some others. 

Senator Torr. From North Dakota? 

Mr. Dopaer. From North Dakota and from Montana. I would 
say mostly Montana. There was some from the northwest corner of 
North Dakota. 

Senator Tuyr. You may proceed. 

Mr. Gutnane. Here is another letter from Midwest Flour & Feed 
Co. under date of January 24, 1951, to Hallet & Carey Co. It says: 

Trying to place that car millet at your reduced price. Used to sell quite a 
little, but of late not much luck. 

Also trying them all out on the two loaded cars—heavy fine ground refuse. 
We find most of them stocked up, looking for bargains. 

On .this frosted wheat, is it sound and without odors? -Does Government 


permit its use for blending with other wheats in making export flour? Give us 
what information you can and airmail samples with particulars. 
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The reply is dated January 26, 1951, to Midwest Flour & Feed Co., 
St. Louis 2, Mo. 


Dear Mr. ALTENBERND: Tom Whitten informs me that you would be inter- 
ested in some of this Canadian frost-damaged wheat. 

We are sending you under separate cover a type sample marked ‘bob’ that 
we have in store here in Minneapolis. The Government would permit 


using this 
type wheat for blending and it is free from any odor and is sound from a milling 
standpoint. The test weight should run between 59 and 60 pounds, about 13 
moisture, with protein about 13. We could offer you, subject, about 10,000 


bushels of the above lot at 20 under the Minneapolis May f. o. b. Minneapolis 
for prompt shipment. 

If you would be interested in same we would appreciate hearing from you. 

Hauuet & CaREY, 
By R. J. JoHNson. 

Do you know anything about that letter, Mr. Kellogg? 

Mr. Ketioaa. No, I don’t. 

Mr. Guinane. Was anything discussed with Altenbernd by John- 
son or Mr. Dodge? , 

Mr. Ketuioaa. I don’t know. 

Mr. Guinane. Concerning that letter? 

Mr. Ketioae. No; I don’t believe so. I saw very little corre- 
spondence. 

Mr. GurInaNne. You wrote this letter, Mr. Dodge? 

Mr. Dopnae. Yes; I think I did. 

Mr. Gutnane. What authority did you feel Hallet & Carey had for 
advising Midwest Flour & Feed Co. they had been authorized to use 
this in blending and for export? Do you think you had any authority? 

Mr. Dopaer. Yes; just this that has been brought up before. I was 
told it was, and to tell these people they could use this Canadian 
wheat as long as they stayed away from International Wheat Agree- 
ment subsidies. 

Mr. Guinane. Didn’t you think it was important that your com- 
pany would put in the record some way that they would have to avoid 
subsidies? 

Mr. Moskovitz. Does it not say so in the letter? 

Mr. Guinane. That they should avoid subsidies? 

Mr. Mosxovirz. Yes. 

Mr. GuINANE (reading 

The Government would 


Mr. Mosxkovrtiz. Read the part about Canadian frost. 

Mr. GuINANE (reading) : 

We are sending under separate cover a type sample marked ‘‘Bob”’ that we have 
stored here in Minneapolis. Tom Whitten informs me that you would be interested 
in some of this Canadian frost-damaged wheat. 

Mr. Moskovirtz (reading) : 

We are sending a typed sample marked “‘Bob”’ that we have in store in Minne- 
apolis. 

There is not a grain man in the country who doesn’t know Canadian 
wheat can’t go under [WA and that letter shows it on its face. 

Mr. Guinane. How is it this wheat went out on International 
Wheat Agreement and you people didn’t have anything to do with 
having it go out? 

Mr. Mosxovirz. Not that we know of; no, sir. When you use the 
word “Canadian” you automatically know it is non-[WA. 
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Senator Tuyr. You can’t put that in the record, you can’t convince 
any other man that we should interpret that to mean that it was not 
to go out under the International Wheat Agreement shipments. Now, 
you can’t get that written in the record. 

Mr. Henperson. Could I answer that question, sir? 

Senator Toye. Certainly. 

Mr. Henperson. Under the IWA, when you received the subsidy, 
you sign an agreement or sign the papers that say that this grain is an 
American-grown grain, according to this letter, then this man couldn’t 
accept any subsidies knowing it was Canadian grain. 

Senator Tuyr. Nevertheless, the record is spelling itself out and the 
record contains no reference to the fact that this came in under reduced 
tariff, and came in here when we know what the law is on both the 
quotas and tariff questions. 

Mr. Gurnane. | want to read another letter of May 1, 1951. This 
letter is signed “‘ Dick” and is on the letterhead of Gano Grain Corp. 
of Fort Worth, Tex., and R. E. Bailey is named on the bottom. 

Dear Brit: I just returned from Ben Ferguson’s office and wanted you to 
know that he has been trying to work some of your Canadian wheat to the Texas 
mills. 

While I was in there he was talking to Bill Lathrop who did pass along the 
information that these Texas mills will look for that type wheat whey they get 
an export order. 

Usually when the mills here get an export flour sale on the books they want the 
wheat shipped yesterday. There is no export flour business right now but once 
the same does develop I will work with Ben in an effort to get bids. The mills 
all have samples so know that for which they are bidding. 

The Santa Fe shows Texas raising 19 million this year. Last year we grew 
about 20 million. 

We had a nice convention in Dallas. It was my pleasure to entertain the 
CCC fellows and their wives at a dinner Saturday night; also the Galveston 
wharves folks. This a very worthwhile evening. 

Further for your information, the Galveston wharves manager told me that 
Cargill had been applying much pressure to get a good mix out of the gulf but 
that he was going to take care of Bunge first as he appreciates the current asso- 
"ation. 

You, of course, know the details of our arrangement with him. 

That is about it for now, I send you my kindest regards. 

Now, who is Dick, Mr. Kellogg? 

Mr. Ketioae. Mr. Richard Bailey. 

Mr. Guinang. What is his position with Gano Grain Corp? 

Mr. Kewioaea. | don’t know. 

Mr. Guinane. Who owns that company? 

Mr. Kriioaa. The same people that own Bunge. 

Mr. Mosxovirz. The Bunge Corp. 

Mr. Gurinane. It is a subsidiary of the Bunge Corp.? 

Mr. Keiioaa. Yes. 

Mr. Guinane. What was he talking about when he told you that 
he had been entertaining the CCC fellows, the Commodity Credit 
Corporation fellows and their wives, and why did he tell you that? 

Mr. Ke.uoaa. I don’t know. 

Mr. Guinang. Were you getting any favors from Commodity 
Credit Corporation people down there? 

Mr. Ke.titoee. None whatsoever. 

Mr. GuinaNng. Was Gano Grain Corp. getting any favors that you 
know of? 

Mr. Ketuoae. I don’t think so. 
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Mr. Gurnane. Did you think it was a good idea for one of your 
people to be writing and telling you he was entertaining Commodity 
Credit Corporation fellows in Galveston and the wharves people, if 
they were not doing it for some reason? 

Mr. Kexxoaa. It is quite ¢ ustomary to do those things in the grain 
corporations. 

Mr. Gurnane. Did you think it was a good idea? 

Mr. Ketioaa. I don’t. 

Mr. Gurinane. Have you entertained customs officials, Mr. 
Kellogg? 

Mr. Ketuoae. No, sir. 

Mr. Gurnane. You have not? 

Mr. Kextioaa. No. 

Senator Younc. Did you have any contacts with customs, other 
than exchange of letter, other than Minneapolis? 

Mr. Henperson. Yes. 

Mr. Kettoce. Mr. Henderson did at Duluth. Mr. Henderson 
did. I explained, Senator, before, the only time I had anything to do 
with them was whe n they sent this wire to Washington. 

Senator Youna. Did you or any of the officials have personal 
contact? 

Mr. Keutuoaa. No. 

Senator Youna. Official or unofficial in connection with this im- 
portation? 

Mr. Ketitoae. Walter Vosika had most of the contacts. 

Mr. Vosrka. My name is Walter Vosika. I am the only man in 
the Bunge Corp. 

Senator Ture. Will you raise your right hand and be sworn? 

(Mr. Vosika sworn.) 


TESTIMONY OF WALTER J. VOSIKA, GENERAL TRAFFIC MANAGER, 
HALLET & CAREY CO., MINNEAPOLIS, MINN. 


Senator Ture. You may proceed. 

Mr. Vosixa. With the exception of my trip, and to my knowledg« 
Mr. Henderson made one trip to Duluth, which involves the letter 
where the Bureau in Washington approved the importation of this 
wheat without restrictions as to the use. ‘To my knowledge, I am the 
only one who has dealt with United States customs personnel. 

Senator Youne. Do you have conversations with them? 

Mr. VosrKa. Yes. 

Senator Youna. How often? 

Mr. Vosrxa. Oh, I don’t know, 2 times, or 3 times or 4 times. 
Maybe 10 times. 

Senator Youna. You don’t know. 

Mr. Vosika. Definitely not. This thing happened since 1950 which 
is a matter of investigation here and I don’t believe there is any 
gentleman that can gage in the normal doing of a day’s work that is 
required to know 3 years hence exactly how many times he talked to 
vou or to someone else. 

Senator Youna. You have some general knowledge? 

Mr. Vostxa. About—yes. 

Mr. Gurinane. Now many times, about how many times, you ought 
to know? 





204 IMPORTATION OF FEED WHEAT 


Mr. Vosixa. I would think a half dozen times in Duluth and a half 
dozen times in Minneapolis. 

Senator Youna. Was it at the customs office? 

Mr. Vostka. Yes. 

Senator Youna. Did you have any meetings in hotel rooms? 

Mr. Vosixa. No, sir; definitely not. 

Senator Youne. Whom did you contact? 

Mr. Vostxa. In Duluth, the contacts were with Dave Vaughan, 
assistant collector of customs and he is the man I was required to go to. 

Senator Youne. Who else did you contact in the Customs Service 
other than this assistant collector of customs? 

Mr. Vosixa. The assistant collector here in Minneapolis, Mr. 
Horan. 

Senator Youna. How many times? 

Mr. Vosrtxa. I just answered that question, probably about 6 
times and maybe 10 times. 

Senator Youna. It might have been 20 times? 

Mr. Vostxa. No, I don’t think so, but I wouldn’t know. 

Senator Youna. Where were these conversations held? 

Mr. Vostxa. In the customs office. 

Senator Youna. Always in the customs office? 

Mr. Vostxa. No, we had a little meeting in the office of the super- 
visor of the Department of Agriculture over in the Federal Building. 

Senator Youne. Do you entertain them? 

Mr. Vostxa. No. 

Senator THyz. May we have the name of the supervisor of the 
Department of Agriculture? 

Mr. Vostxa. Mr. Mort Johnson is the supervisor at Minneapolis. 

Senator Tuyr. It was in his office that you had the conference? 

Mr. Vostxa. That is right. 

Senator Tayr. Who was it held for, at whose request? Was there 
someone present from the customs collector’s office? 

Mr. Vosika. I was present; Mr. Horan was present. 

Senator YounGc. Who is Mr. Horan; is he an official from customs? 

Mr. Vosika. He is the assistant collector and charged with enforce- 
ment in this district. 

Senator Toye. And with Mr. Johnson, of the Department of Agri- 
culture, you had this conference? 

Mr. Vostxa. That is correct. 

Senator Tuyr. Why did you have a conference with Mr. Johnson? 

Mr. Vostxa. Well, sir, if you wish, I could answer that question. 
If you prefer to waive it for the time being, in view of time, and the 
fact that I am under subpena and later on presumably I will be called 
in for more details on these matters. 

Mr. Mosxovirz. You are here under subpena and you are under 
oath; answer the questions. 

Senator Tuyr. The fact is, it isa very simple question. Why do you 
happen to be in Mr. Johnson’s office, because this was a question 
relating to the import of grain? 

Mr. Vosrxa. My recollection is this: There has been a lot of talk 
about the law and under the law as | understand it, the Department 
of Agriculture is the supervising agency insofar as the character of 
this wheat is concerned, and the Department of Agriculture has to 
make a determination as to whether the content is 30 percent or more 
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of damaged kernels, and it was necessary at one time, I felt, to ask him 
if the certificate of the State of Minnesota issued under the same grain 
standards as the Department of Agriculture and was acceptable as 
evidence under the law as we all understand it to cover this importa- 
tion of 5 percent ad valorem. 

Senator Younc. Did Mr. Johnson express any opposition to the 
import of this Canadian feed wheat? 

Mr. Vosika. No. 

Senator Young. The name is Johnson? 

Mr. Vostka. Yes. 

Senator Young. He is with the United States Department of 
Agriculture? 4 

Mr. Vosrtka. Oh yes, sir; and he still is 

Senator Youna. Did he express any opposition to the import of 
this Canadian feed wheat? 

Mr. Vosika. I don’t believe he was in a position as long as the 
wheat had 30 percent or more damaged kernels and his authority 
expired to it when he made a report, and it was 30 percent or more 
damaged. 

Senator Youna. Is not the United States Department of Agricul- 
ture obligated to follow the law and the limitation on these imports 
when they are interfering with price-support programs? 

Mr. Vosika. I do not know. 

Senator Youna. If any official of the United States Department 

of Agriculture knowingly and willingly approved heavy imports of 
win when we were having price-support programs, costing some 
money, don’t you think he would be a derelict in his duty ? 

Mr. Vosika. I don’t know if he approved anything except strictly 
the fact that that particular car of wheat had 30 percent or more 
damaged kernels which was the line of demarcation which was set up 
by the Secretary of the Treasury, in 1935, at the request of the United 
States Customs to determine in what pa r a statement in the 
Tariff Act of 1935 was not understood by various personnel of the 
United States Customs Bureau and the De partment of pi ulture 
was asked to make that determination and they have made 

It was based upon 30 percent or more damaged kernel ona when 
Mr. Johnson made a finding, Mr. Johnson’s authority was ended, 
merely invoked or aati the 30 percent or more damaged kernels or 
it had less 

Senator Toye. Was it Mr. Johnson who made the inspection or 
was it a certified grain inspector? 

Mr. Vostxa. I wouldn’t know that. 

Senator Tuyr. You may get that information positively for us. 

Senator Youna. I think we will want a lot more information from 
various officials. 

Senator Toye. You have one more question? 

Mr. Gurnane. Yes. Mr. Kellogg, when Bailey wrote you he was 
entertaining the Galveston wharves people, what was his reason? 

Mr. Kettoaa. None that I know of. 

Mr. Guinane. I wanted to read a letter from W. G. Kellogg to 
R. E. Bailey in Fort Worth, Tex., dated May 3, 1951: 

I have vour letter of the first and note that you are still working on some of 


our Canadian wheat. | am vely sorry to advise that there is none of this wheat 
available now for early shipment and the only thing which we have beyond is 
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500,000 bushels for shipment from Canada the last 10 days in August. This will 
be available for shipment out of Duluth the early part of September. 


Confidentially, I sold some more of this wheat to Julian Scott today. We have 
sold him a good lot of Canadian wheat and we have done fairly well on it and I 
believe that he has made a lot of money—more power to him. As you know, he 


does not want too many people to know of the wheat which he has bought 
from us. 

The Santa Fe crop report certainly doesn’t look very hot and I imagine that 
there will be quite a lot of spring wheat worked that way if we raise a crop up here. 

Glad that you had a nice meeting in Dallas entertaining the CCC fellows. Also 
the Galveston wharves people. I believe that this kind of a thing is very good 
for us—certainly a good idea to be well built in with these fellows. 

Glad to have seen you in Kansas City. Give my best to Wendy in which Ann 
joins me. With kindest regards. 

Signed by W. G. Kellogg. 

Who is Julian Scott? is he with the Transit Grain Co.? 

Mr. Ketioaa. He is with them, I don’t know whether he is an 
officer or not. 

Mr. Gurnane. Is he the one who has been indicted recently for 
conspiracy to defraud the Government in mixing the wheat that you 
sold to him? 

Mr. Ketioaa. I have heard that; yes. 

Mr. Gurnane. Now, why did you think it was such a good idea to 
be built in with (¢ ‘ommodity Credit Corporation and the Galveston 
wharves people, if you were operating entirely a legitimate business? 

Mr. Kettoaa. The Galveston people, the wharves people, I felt 
that as long as he entertained them, I took if for granted it might do 
him some good as far as the Commodity Credit Corporation. There 
are a good many times when they have not too much grain for storage 
and I believe at times they do give preference to some grain firms. 

Mr. Guinang. Did you think it was a good idea that he entertained 
the Galveston wharves people for the purpose of mixing wheat that 
was to be shipped by the Bunge Corp. to Galveston wharves? 

Mr. Ketuoaa. No, sir. 

Mr. Gurnanr. That was not the idea? 

Mr. Ketioaa. No, sir. 

Senator Tuyr. Have you finished this particular series of questions? 

Mr. Guinane. Yes. 

Senator Tuyer. All right, we will recess for lunch and reconvene at 
2 o’clock. 

(Whereupon, at 12:35 o’clock, the subcommittee recessed to re- 
convene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Senator Toye. The committee will come to order at this time. You 
may proceed, Mr. Guinane. 

Mr. Gurnane. I want to read another letter written to you, dated 
May 9, 1951, addressed to the Kellogg Milling Co. and signed, 
“Sincerely, Dick.’”? Who is Dick? 

Mr. Ketioea. That is Dick Bailey. 

Mr. Guinane. The letter reads: 

Dear Bit: Please find enclosed a note to Bob Straub regarding a new idea, 
as against present methods. 


Who is Bob Straub? 
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Mr. Keuioae. He is now president of Bunge Corp. in New York. 
Mr. GuINANE (reading): 


During the San Antonio convention I had the people mentioned in the letter to 
New York out to a dinner and a real shindig. The CCC fellows and their wives 
as well as the wharves fellow and his wife. They, of course, tell me about all I 
want to know and I get along real well with them 

Sweeney runs the wharves and told me that Cargill is giving him much trouble 


and grief as to this mix business. Bunge is about the best as far as he is concerned. 





What did he mean by this ‘‘mix business’’? 

Mr. Ketioaa. I suppose the mixing of Canadian wheat. 

Mr. Guinane. Mixing of Canadian wheat? 

Mr. Kettoee. Any kind of wheat. 

Mr. Guinane. What do you think he meant when he wrote you in 
regard to this ‘‘mix business’’? 

Mr. Ke.ioaa. I don’t remember, it was such a long time ago. 

Mr. Gurnaneg. Do you think it is mixing wheat? Mixing wheat 
owned by the Commodity Credit Corporation? 

Mr. Krtutoae. No, definitely, no. 

Mr. GuinaNne. Definitely, no? 

Mr. Kettoee. Definitely, no. 

Mr. Guinange. Why do you know it is not? 

Mr. Ketitoaa. I don’t think so. 

Mr. Gurnane. It could be? 

Mr. Kettoce. I am quite sure it is not. 

Mr. Guinaneg. But you don’t know. 

Mr. Ketioea. I don’t know. 

Mr. Gurnane. It could be wheat owned by the Commodity Credit 
Corporation? 

Mr. Kettoaa. I don’t think so; he knows more than that. 

Mr. Guinane. Did he ever tell you it is not wheat owned by the 
Government? 

Mr. Ketioaea. I assume that Mr. Bailey knew that you couldn’t 
mix Canadian wheat into anything they booked to the Commodity 
Credit Corporation. 

Mr. GuINANE (reading 

Saw Julian Scott 

Who is he, the same Julian Scott of the Transit Grain Co.? 

Mr. Krtuoae. Yes 

Mr. GuINnane (reading): 


Saw Julian Scott at the convention a couple of times and he said that he had 
talked to you. 

It is really quiet down here. We are busy at the elevators on old sales but it 
is hard to get anv new cars on the books. 

Bill, I surely enjoyed your last letter. As much as we would like to see you 
pay us a visit, it is starting to get hot down it 3 area Mavbe we had better 
come and see you. 

Not much more at this writing Ben Dodge is due in town tonight I have 
him fixed up at the Worth Hotel but didn’t know just what time he gets in 
Probably see him in the morning. 

Back to the enclosure. When I see something that I think will help Bunge 


l am just going to let fly 
What is the date of that letter? 
Mr. Keutuioae. I believe you said Vay 9, 1951. 
Mr. Guinang. Now Mr. Kellogg, how much Canadian wheat did 
the Bunge Corp. clear through the Galveston port? 
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Mr. Keuuioaa. I haven’t the faintest idea. I have had no access 
to the records. I have not seen these sheets since they were prepared. 
How much they cleared through it, I haven’t the faintest idea. 

Mr. Guinanz. Maybe Mr. Moskovitz will know. I take it that 
he is not concrened with the record of the exports either. 

Mr. Mosxovirz. For the Senate’s information, prior to this hearing, 
we have some reasonable information which the Senators asked for 
including this correspondence and the list of all the exports including 
Canadian wheat. If the Senate wants I will read it or turn it over 
to you. Would you like to have the information? 

Senator Younc. Not us, but our counsel does. 

Mr. Guinane. I would like to have the information on the last 
question. 

Senator Tayr. Then we will have the information. 

Mr. Mosxovirz. I think the total runs about 1,100,000 bushels. 
I don’t have the total here on the paper. It runs about 1,100,000 
bushels 

Mr. Guinane. That is the amount of Canadian wheat placed in 
the Galveston elevator by Bunge? 

Mr. Mosxovirz. That is the amount of wheat exported by Bunge 
Corp 

Mr. Gurinane. Mr. Kellogg made the arrangements for Bunge 
Corp? 

Mr. Ketioca. Stone Forwarding Co. made that arrangement. 

Mr. Gurnane. What arrangement did you make with Stone 
Forwarding Co.? 

Mr. Kextioaa. I do not know. 

Mr. Guinane. You do not know? 

Mr. Ketioca. No. 

Mr. Gurinane. When was this Bunge Canadian wheat placed in 
Galveston? 

Mr. Mosxovirz. I would guess—I would have to guess because | 
am judging from the date the ship was loaded—sometime in April or 
perhaps a little before that of April 1952 so the wheat was shipped 
down there prior to that date 

Mr. Gurnane. When was that? 

Mr. Mosxkovirz. Sometime prior to April. 

Mr. Gurinane. It could have been a month or two before that 
date of April 1952? 

Mr. Mosxovirz. I don’t know 

Mr. Gurnange. You were still vice president for the Bunge Corp.? 

Mr. Krtioae. Yes 

Mr. Gurnange. Who made the arrangements or who would have, 
do you know? 

Mr. Kettoae. Our export offices in New York. Our office here 
had nothing to do with exports 

Mr. Guinange. But you had something to do with sending the 
wheat down to Stone Forwarding Cc. and into Galveston; didn’t you? 

Mr. Ketioae. If we had it sold to somebody we had nothing to 
do with getting it down there 

Mr. Guinane. This wheat that was brought in through Duluth 
and Superior, | 

Mr. Ketioaa. | know nothing about it. 

Mr. Guinane. Who did Bunge sell that wheat to? 
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Mr. Moskovirz. | “emt? | have obtained the information and am 

eady to explain it to Mr. Guinane. 

The wheat was cleared for ape by the Bunge Corp. office in 
Kansas City and was then shipped by them down to wherever they 
wanted to have it shipped 

Mr. Gurnane. You have it 

Mr. Mosxovirz. As I recall, | can’t remember whether it was 
explained or not, but Senator Young did want to have it for the record 
once before in this hearing, that when vou send wheat for exporting, 
you send various grades of that wheat and then it is blended according 
to the grade vou sell. 

It is blended according to the United States Department of Agri- 
culture standards and then it is tested and inspected and then it goes 
into the holds by the Department of Agriculture standards and as it 
passes over these holds it is blended so that it goes into holds. You 
don’t send down any one grade. You send a variety and then it is 
mixed according to the grade the Department of Agriculture called 
for and then exported in that manner. 

Mr. Guinaneg. Where did it come from, this wheat that was sent to 
Galveston? 

Mr. Mosxovirz. Are you talking of Canadian wheat? 

Mr. Guinane. All the wheat 

Mr. Mosxkovirz. The wheat that went to Galveston was imported 
by Bunge Minneapolis office and then transferred to Bunge Kansas 
City office. 

Mr. Gurnane. Then Bunge Kansas City office handled the wheat 
into the Galveston elevator? 

Mr. Mosxovirz. I don’t know whether it came through Minneapolis 
or where. 

Mr. Ketuioace. It was handled through Kansas City direct. 

Mr. Guinane. Was that billed to Kansas City or direct from 
Minneapolis and Duluth to elevators in Galveston? 

Mr. Mosxkovirz. What was that? 

Mr. Gutnane. That is the bill of lading, was it sent directly to 
Minneapolis or was it sent to Galveston or Kansas City? 

Mr. Henverson. I would say it was sent directly to Kansas Ci 
I am not sure, I would think that. 

Mr. Guinane. Did you have any conversation with any repre- 
sentative of the Stone Forwarding Co., at Galveston, Tex.? 

Mr. Kextioaa. No. 

Mr. Gurnane. Did you have any conversation with them concern- 
ing the receipt of wheat into the elevator’ 

Mr. Keiioae. No. 

Mr. Guinane. None whatsoever? 

Mr. Ketioaa. None. 

Mr. Gurnane. All you know is that you sold this Canadian wheat 
to Bunge in Kansas City and shipped it directly to the elevator io 
Galveston? 

Mr. Keuioaa. Yes. 

Mr. Guinane. You had no conversation with anyone at Galveston? 

Mr. Ketioae. None at all. 

Mr. Guinane. Did Bailey ever tell vou he had a conversation with 
Mr. Thornton at Galveston for handling Bunge wheat? 
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Mr. Keuioae. I don’t know if he ever did. I don’t know why he 
would because exportation was out of my department. 

Mr. Guinane. He was handling Galveston wharves for you people 
down there wasn’t he? 

Mr. Ketioaca. I had nothing to do with the handling of anything 
at Galveston. 

Mr. Guinane. Didn’t he submit an expense sheet to you at the 
same time he did Hallet & Carey? 

Mr. Ketioaa. No; not to my knowledge. 

Mr. Guinane. Not to your knowledge? 

Mr. Ketitoaa. Not that I know of. Most of the people whatever 
expenses they had were sent into the office and I never looked into 
those expense accounts. 

Mr. Gurinang. Who would 

Senator Ture. Who would authorize the expense accounts that 
would cover the entertainment at the dinners that was referred to 
in the previous letters? 

Mr. Ketioaa. I would say the general office manager at Fort 
Worth. Mr. Bailey worked under him. 

Mr. Gurnane. Mr. Kellogg, we have some transportation entries, 
manifest documents here. Are you familiar with any of these docu- 
ments? 

Mr. Ketioaa. No, I am not. 

Mr. Gutnane. This is an importation by Kellogg Milling Co. 

Mr. Ketioaa. Yes. 

Mr. Guinane. Who handled these documents for Kellogg Milling 
C'o.? 

Mr. Ketioce. On the importation, Mr. Vosika. 

Mr. Guinane. Mr. Vosika? 

Mr. Kextuioaea. I think so. 

Mr. Gutnane. Did you know he had made these documents dated 
April 23, 1951? Did you know about this paragraph: 

Entered or imported by Kellogg Milling Co., Duluth, Minn., to be shipped in 
bond via the Omaha Railroad, consigned to collector of customs at Houston 
Tex Final foreign destination, Belgium. Consignee, Commodity Credit Cor- 
poration, care of Transit Grain Co., notice to Stone Forwarding Co., Houston, Tex, 

This entry describes 30,000 bushels of wheat at the rate of 21 cents 
per bushel. 

Did you know that Commodity Credit Corporation was going to 
be made the consignee, and that it was named as such on the transpor- 
tation entry and manifest document? 

Mr. Kexiuoae. I can tell you about that. When we sell anybody 
we receive the shipping instruction from them and in this particular 
case we shipped it according to the directions that we received. In 
this particular case it looked rather strange to me and I cailed Julian 
Scott at Fort Worth. 

Mr. Guinang. Called whom? 

Mr. Ketioage. Julian Scott. I didn’t see these papers but I saw 
a telegram or letter telling us how to ship it and I said it seems kind 
of strange to me. 

Mr. Guinane. How come this goes to Commodity Credit Corpora- 
tion? 

Mr. Keiuoaa. He said: 

We don’t have a shipping permit and we borrowed one from the Commodity 
Credit Corporation and gave them back a permit for a later ship. 
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Mr. Gurnane. You knew at the time that the Commodity Credit 
Corporation was not the true consignee, didn’t you? 

Mr. Keuioee. I knew it was shipped on their permit. 

Mr. GurInane. Isn’t it a fact that the reason that it was shown 
a consignee was to use the railroad transportation permit? 

Mr. Ketuoga. That is right. 

Mr. Guinane. And it was used at that time so that the Govern- 
ment could get wheat into its ports to relieve distressed nations 

Mr. Ketioee. I don’t think the permits were issued by the Gov- 
ernment. They were issued by the elevator. 
standing, they were issued by the elevator. 

Mr. Guinane. The elevator told them when they could 
wheat into this country? 

Mr. Kuiioae. | don’t know. 

Mr. Gurnane. Did Mr. Vosika tell you that you could ship wheat 
in there after your conversation with Julian Scott? 

Mr. Krutxioae. | don’t believe so, we follow shipping instructions 

Mr. GuINANE. Now, why does the order for Kelloge Milling Co. 
describe the wheat as 21 cents a bushel, as later I understand the col- 
lector of customs changed it to a different figure? Why did you and 
Mr. Vosika describe it as 21 cents a bushel wheat? 

Mr. Kreutuoae. I haven’t the slightest idea. 

Mr. Guinaneg. You knew it was bought in Canada, didn’t you? 

Mr. Kertuocea. I knew it was brought in. These details were not 
brought to my attention. 

Mr. GurinaneE. You knew it was a false permit? 

Mr. Kexiuioaea. I didn’t know it was false. 

Mr. Gutnane. Did Julian Scott tell you it had been sold as wheat 
“unfit for human consumption” to the Commodity Credit Corpora- 
tion? 

Mr. Keriioae. No 

Mr. Guinane. Why did you think it was to be billed to Com- 
modity Credit? 

Mr. Ketioae. The only thing I knew about it was that he would 
wire the firm. 

Mr. Gurnanzg. Then you knew they were not the true consignee? 

Mr. Ketitoee. No, I didn’t. 

Mr. Guinane. Did he? 

Mr. Ketioga. No; he didn’t. 

Mr. Guinane. Did vou in fact know he was sellin 
Credit Corporation? 

Mr. Ketioae. No 

Mr. Guinane. Did he ever tell you what he did with it? 

Mr. Knitioaae. They were mixing it. 

Mr. Guinane. Mixing it with whose wheat? 

Mr. Kewtioaea. I don’t know. 

Mr. Guinaneg, Didn’t he tell you with whose wheat, didn’t he? 

Mr. Krtuioae. No, sir. 

Mr. Gurnane. You hadn’t sold Commodity Credit Corporation 
any wheat had you? 

Mr. Ketitoae. No. 

Mr. Gurnanr. Whose grain did you think he was mixing it with? 

Mr. Kextioee. They buy grain in the Southwest and they could 
have been mixing it with these gulf port wheats. 
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Mr. Gurnane. You knew they bought wheat from the Southwest 
area? 

Mr. Kexioga. Particularly, because all of our elevators were full 
of Government grain, supposedly. 

Mr. Guinane. Weren’t all elevators full of Government grain? 

Mr. Ketioae. I won't believe that the important elevators were 
full of Government grain because they needed their space to turn 
over their business that goes through the ports. 

Mr. Gurnane. In the conversation that you had with Mr. Julian 
Scott, he told you he was making a lot of money. 

Mr. Ketioae. He said he was making some money. 

Mr. Guinang. You said in one of the letters that he had made a 
lot of money 

Mr. Ke._itoge. He was making money, because vou are making 
money when you make 25 cents a bushel. 

Mr. Guinane. Do you deny that he told you that he was mixing 
Canadian wheat with United States wheat? 

Mr. Ketioae. No, he never told me. 

Mr. Guinane. He never told you? 

Mr. Keiioae. No. In addition to that he told me that nothing 
had gone into any wheat where anybody had collected a subsidy. 

Mr. Guinane. You are acquainted with C. B. Fox Co., of New 
Orleans? 

Mr. Kewiioae. Yes. 

Mr. Guinang. You have been dealing with them? 

Mr. Ke.tioae. Yes, with 200,000 bushels of wheat the Kelloge 
Milling Co. sold that. 

Mr. Gutnane. Kellogg Milling Co.? 

Mr. Keiioaea. Yes. 

Mr. Guinane. I want to read a letter under date March 6, 1952: 

Dear Willow: It was nice to have talked with you over the telephone this 
afternoon. As I advised you, we have about 100,000 bushels of Canadian No. 6 
Northern wheat, which will test around 54 pounds. This we can offer at 23 
cents under the Chicago May, track New Orleans export. 

We are also sending you a sample of Canadian No. 5 Northern which will weig! 
58 pounds or better We have 100,000 bushels of this which we can offer at 2 
cents under the Chicago May, track New Orleans export 

[ am sure that if you submit a sample of this to Mr. Winters— 

Who is Mr. Winters? 

Mr. Ke.ioaa. He is in charge of the port of New Orleans. 

Mr. Gurnane. He was in charge of the New Orleans’ public 
elevator? 

Mr. Ketioaa. Yes. 

Mr. Guinane. He is the one who is supposed to have accepted 
$36,000 in graft payments? Did you know about that? 

Mr. Ketuioaa. | read it in the papers 

Mr. GuINANE (reading): 

I am sure that if you submit a sample of this to Mr. Winters of the dock board, 
you will find that he will permit this to be mixed into export No. 2 Hard or No 
Northern Spring wheat. 

Mr. Gurnane. What do you mean by that? 

Mr. Ke_toca. What did you mean, from what? 


Mr. Guinane. From 
I am sure that if you submit a sample of this to Mr. Winters of the dock board 
you will find that he will permit this to be mixed into export No. 2 Hard or No. 2 


Northern Spring wheat. 
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What do you mean by that? 

Mr. Kewuoaa. It is customary that when anybody buys any low- 
grade grain to go to these seaboard ports to submit the samples to 
the inspector to see if they can use it or not. That has always been 
the custom. 

Mr. GuinaNe. And they just charge you regular storage charges 
for handling that? 

Mr. Ketioae. We don't pay any storage for handling that in the 
gulf ports. We sold that to C. B. Fox Co. and whatever they did 
with it or got | don’t know. 

Mr. Guinane. You don’t know what Fox had to pay for that 
service? 

Mr. Keiuoae. I imagine storage and elevator, we all pay that 
though. 

Mr. Guinanz. What do you call that wheat that is mixed, do they 
turn it out as good No. 1 or No. 2 hard wheat and not charge you an 
extra premium? 

Mr. Keiioce. They don’t. They do not do that, I know. 

Mr. GuInang. So you have to 

Mr. Moskovirz. Just a minute. What do you mean, that having 
in excess of 30 percent damaged kernel? 

Mr. Guinane. It comes out all mixed, as No. 1 and No. 2 hard 
wheat. 

Mr. Kruioaa. It comes as a mixture. 

Mr. Guinane. They sell it to the Government or to anyone they 
want. 

Mr. Ketioce. We warn our buyers not to buy that. Mr. Fox 
understood from the conversations I had with him that the wheat was 
not to go into anv I. W. A. wheat and | tried to sell him some wheat 
after that and he told me he hadn’t any wheat going out into the 
countries where there was subsidy being paid so he still had it on hand 
and would have to wait until he got rid of it 

Mr. Guinane. Isn’t it peculiar that in all the letters the Agricultural 
agents have, they didn’t find any letter telling them not to use it in the 
I. W. A. program? 

Mr. Ketioaa. As a matter of fact I write very few letters. Practi- 
cally everything I do in my business is over the telephone. 

Mr. Guinane. And you had business conversations with Mr. Fox 
over the telephone; didn’t you? 

Mr. Keuuioaa. Yes, sir. 

Mr. Guinane. Another paragraph in this letter: 

As soon as you receive this sample and talk with Mr. Winters, will you give 
me a call on the ’phone? If necessary, I could fly down there for a day and see 
what arrangements we could make for mixing this off. 

Now you were quite interested in giving him good service, were you 
not? 

Mr. Ketioae. We are to all our customers. 

Mr. Gurnane. Was there a previous conversation that was had 
with Mr. Winters as to how he would mix this grain out with good 
wheat? 

Mr. Ketioaa. I haven’t talked with Mr. Winters for a good many 
years. 

Mr. Guinane. Why did you advise Fox to talk to Mr. Winters? 

Mr. Ketioaa. Because he was head of the elevator. 
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Mr. Guinane. You just guessed that he would do this, didn’t 
you? 

Mr. Ketioaa. The first thing I knew about the $36,000 graft was 
what I saw in the newspapers. 

Mr. Guinane. You notified Fox that this was Canadian wheat 
that he was buying didn’t you? 

Mr. Ketioaea. Yes. 

Mr. Guinane. When you sent that to Fox did he accept that 
Canadian wheat? 

Mr. Keuioaa. Yes. 

Mr. Gurnane. Did he pay for it? 

Mr. Ke.ioaa. Yes. 

Mr. Guinane. Didn’t he protest to you that the documents should 
not have described it as Canadian wheat? 

Mr. Ketioaa. No; not that I recall. 

Mr. Guirnane. Didn’t you send h'm different documents so it was 
not described as Canadian wheat? 

Mr. Keuuioaa. No. 

Mr. GuinaNne. You don’t remember any of that. 

Mr. Krtioae. No. 

Mr. Guinane. Mr. Kellogg, during the period of 1950, 1951, and 
1952 and while you were vice president of Bunge Corp., of Minneapolis, 
did you, or did anybody in the Bunge Corp., of Minneapolis, pay any 
amounts of money to Galveston wharves either directly or indirectly 
or through Stone Forwarding Co. or any others? 

Mr. Ketioaa. No; we never did. 

Mr. GuInane. Or gave you a good commission on your unfit wheat? 

Mr. Keiioae. They never gave us 5 cents. As I told you before 
I never had anything to do with the export business of the customers. 
I had nothing to do with the export authorities at all. 

Mr. Gurnang. And do you definitely deny that you had any 
knowledge that Bunge Canadian ‘“‘unfit for human consumption 
wheat” was mixed with Commodity Credit Corporation wheat at 
Galveston? 

Mr. Kruuioaa. If somebody mixed it I don’t know. 

Mr. GuInane. You had no knowledge whatsoever? 

Mr. Kextioae. No. 

Mr. Gurinane. Positive? 

Mr. Kettioaa. Positive. 

Mr. Guinanze. You never made any arrangement for anyone to 
do that? 

Mr. Ketioae. No, sir. 

Mr. Gurnange. Now, when did Bunge Corp., Minneapolis, first 
make arrangements to sell Canadian “unfit for human consumption”’ 
wheat to Transit Grain, of Fort Worth. 

Mr. Ke.tioae. Whatever date this shows. 

Mr. Mosxkovirz. November 10. 

Mr. Krtitoee. November 10, 1950. 

Mr. Gutnane. And who made the arrangements to sell Canadian 
wheat to Transit Grain Co.? 

Mr. Kexuoae. I did. 

Mr. Guinange. What was your conversation, where were they, 
what time, and with whom were the first. conversations that you had? 

Mr. Ke.tioee. With Mr. Scott. 
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Mr. GUINANE. 
Mr. KeELioaa. 
Mr. GUINANE. 
Mr. Ke.ioaa. 
Mr. GUINANE. 
Mr. KELLOGG. 
Mr. GuINANE. 


grain or wheat? 
Mr. KELLOGG, 

money with it. 
Mr. GuUINANE. 
Mr. KELLOGG. 


Mr. GUINANE. 


didn’t you? 
Mr. KeELLoGG. 
Mr. GuINANE. 
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Was he up here at Minneapolis? 

No; I talked with him on the telephone. 

Did you know Mr. Scott before? 

Yes, I knew him. 

You knew Leo Potishman for several years? 

Since 1921. 

What did you say to him relative to this Canadian 
And what did he say? 

He said he thought he could buy it and make some 


How did he say he was going to make some money? 
I didn’t ask him. 
You had quite a lengthy conversation with him, 


I talked with him via telephone a lot. 
You as a salesman of wheat and you didn’t ask 


him what he was going to do with it? 


Mr. KEeLLoaa. 
Mr. GuINANE. 
Mr. KEeLLoGG. 
Mr. GuINANE. 
Mr. KeLuLoaa. 
Mr. GuINANE. 
Mr. KEeLLoaa. 


Yes, I had an idea. 

What was your idea? 

I thought he might mix it with export wheat. 
And claim subsidy under it? 

No. 

Why not? 

Because I told him not to do it. I asked him 


different times that he was sure that none of this wheat going into 
channels where the Government gets it. 


Mr. GuINANE. 


Did you advise him to be sure and not let the 


elevator mix it with Commodity Credit wheat? 


Mr. KeEe.Luoaa. 


I told him not to mix it in with any wheat with sub- 


sidy as it was checked. 


Mr. GuINANE. 

Mr. KeLuLoaa. 
could see. 

Mr. GuINANE. 

Mr. KEeLLoGa. 
money. 

Mr. GUINANE. 

Mr. KeLuLoaa. 

Mr. GuINANE. 


You told him to be very careful? 
Not to do it. That was the only violation that I 


Where did you see he would make big money then? 


If you make 25 cents a bushel we consider that big 


How do you think he was going to claim subsidies? 
You will have to ask Mr. Scott 
Did you take any precautions at all to see that 


Transit Grain Co. did not put that grain on the subsidy program? 


Mr. KELuLoGG. 


I did not. 


Mr. Moskovirz. I would like to ask one question. 


Senator THye. 


Counsel wants to ask a question. 


Mr. Mosxovirz. In addition to IWA wheat which is exported, the 
amount which is fixed by agreement, I have just made a rough check 
during the recess and I made a check of this in the 1951 and 1952 
period. That it was close to 200 million bushels of wheat that is ex- 


ported outside of LWA. 


Mr. GuINANE. 


Do you know how much of that was ECA or other 


Government programs? 
Mr. Moskovirz. No, I don’t. 


Mr. GuINANE. 
the Government. 


However, it was a fairly small amount outside of 


Mr. Mosxovirz. Did you think the Government 
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Senator Toye. For the record. If you can clear the record on this 
question then, the record should show the exact figures, both ECA and 
what has gone out under other exports of ECA but if you have the 
information let’s have it. 

Mr. McGowan. I can’t give you the whole picture but 


STATEMENT OF JOHN J. BACHMANN, CHIEF, ACCOUNTING IN- 
VESTIGATION DIVISION, OFFICE OF COMPLIANCE AND INVES- 
TIGATION, PRODUCTION AND MARKETING ADMINISTRATION, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. BacuMann. Much of that wheat went out under the ECA pro- 
gram. The ECA specified that it must be domestically produced 
wheat, over and above the ECA and IWA. There were some other 
shipments but as to the total of exports it was comparatively small. 

Senator Youna. It was not over 10 or 15 shipments. 

Mr. BacuMann. It is very small. 

Senator THuyr. The records should have the exact figures. You 
may proceed. 

Senator Younc. What is your position with the Department of 
Agriculture, Mr. Bachmann? 

Mr. Bacumann. Chief of Accounting Investigation Division of the 
Office of Compliance and Investigation. 

Senator Younac. May I ask a question at this time. 

Senator Tuyr. Yes; you may. 

Senator Youna. There were 1 or 2 more exporters of wheat who 
were mixing this Canadian feed wheat with good United States 
wheat who found afterwards that they were wrong and refunded the 
Government certain sums of money? 

Mr. BacHMANN. Yes; there were a number of them. Grain com- 
panies which blended about a million four hundred bushels of Canadian 
wheat with substantial quantities of domestic wheat and sold it back 
to CCC without CCC knowing they were getting a blended Canadian 
wheat, and CCC exported it under both IWA and ECA and got part 
of their payment as subsidy money from IWA. Of course, the other 
part came from ECA to CCC for this export. 

Senator Youna. How did they happen to refund this money; was 
it after some investigations? 

Mr. BacuMann. There were four firms, who on their own refunded 
some money on purely the Canadian wheat theory. That was, if 
it was flour made of poor Canadian wheat in a manufactured quantity 
it had to be exported flour. In other words, four companies did 
roughly refund some $400,000 on their own initiative. 

Senator Younc. Was that after the investigation was started by 
the Agriculture Department? 

Mr. BacuMann. It was not. That came back before. The others 
came back subsequently. 

Senator Ture. In other words they discovered in their accounting 
that they may have had some Canadian wheat blended with this 
which they had exported under the International Wheat Agreement. 

Mr. BacuMann. That is right. 

Senator Tarr. And because of that they refunded voluntarily 
before any Government hearings were instituted or before the Depart- 
ment of Agriculture made any check on it? 
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Mr. Bacumann. That is correct. 

Senator Torr. And with that this investigation was started. 

Mr. Bacuman,. That is correct. 

Senator Toye. Any further questions, Senator Young? 

Senator Youna. I am not quite clear. I understood most of the 
refunds were after the investigation was started? 

Mr. BacuMann. Three of the four companies refunded after the 
investigation had started. Four in all refunded and as a result three 
or four hundred thousand dollars came in after the investigation 
came in to Washington. 

Senator Toye. Now, Mrs. Sarvela was disturbed over the entire 
transaction and she herself was questioning the transaction. 

Mr. BacuMann. All the customs agents were put on notice by the 
Customs Bureau that the quantities of Canadian wheat should be 
watched, and that if the quantities grew in size Washington should 
be notified so that Washington could look to see if some of that wheat 
was going to improper channels. And in 1950 all of a sudden it mush- 
roomed and she became disturbed and called her people’s attention 
to it. 

Senator Young. You heard the testimony just before lunch that 
he had met with Mr. Johnson of the Department of Agriculture in 
Minneapolis. Who is Mr. Johnson? 

Mr. BacuMann. I don’t think I know. 

Mr. Guinane. He is Mr. Morton Johnson. He is chief grain in- 
spector here for the Department of Agriculture in Minneapolis. 

Senator Tuye. He is a certified grain inspector and is in this area. 

Mr. Guinane. He is under subpena for this hearing. 

Senator Torr. I know he is under subpena and he will testify. 
He is with the United States Department of Agriculture stationed 
here in Minneapolis and his duties are to check on grain. If the 
United States Department of Agriculture wants any inspection 
whether the grain goes into Commodity Credit Corporation in any- 
way or anywhere then they ask him to report on it. 

You may proceed. 

Mr. GuINANE. I would like to read another letter dated August 24, 
1951, from Transit Grain Co., and signed by Julian Scott, to Bunge 
Corp., Minneapolis. 

Gentlemen: I have your letter of August 23, and see we were absolutely within 
our rights— 

I would like to ask to have that letter of August 23, that they 
referred to, produced if you have it. 

Mr. Moskovitz. What was that? 

Mr. Guinane. The letter of August 23, if you have it. Apparently 
it is from Bunge to Julian Scott. 

Mr. Mosxovirz. From Bunge to Julian Scott? 

Mr. GurInane. Yes; from Julian Scott 

Mr. Mosxovirz. From Julian Scott to Bunge? 

Mr. Gurnane. No; it would be from Bunge to Julian Scott. 

Mr. Mosxovirtz. I believe you mean from Julian Scott to Bunge. 

Mr. Gurinane. That is correct, from Julian Scott to Bunge. We 
request it be produced. [Reading:] 
and also on the wheat that duty hasn’t been paid on so far, we can insist on the 
customs at both New Orleans and Houston to accept the duty inasmuch as a 
concession was made between the customs office at Minneapolis to allow business 
to operate freely. 
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You state, duty should be paid at New Orleans and Houston. This we are 
attempting to do right now on only that wheat that is available. As stated in our 
letter of June 6 we thought duty was being paid on this wheat and much to our 
surprise we learned from Bill Kellogg not so long ago that duty wasn’t paid and 
we have been taking steps ever since then to make amends on this error. 

Now, he speaks about wheat that is shipped in transit in bond. 

Mr. Ketioaa. Yes; as I recall all the early shipments were sold in 
bond and shipped in bond. 

Mr. Gutinane. Supposedly, and allegedly for export. [Reading:] 


Of course, we realize that the wheat came in in bond but the issue between 
sill and I, also Bob Henderson, when making these trades, was that they took it 
in in bond on a feed-wheat proposition to escape the full duty but were paying 
around 7}2 to 8 cents per bushel, but to expedite the movement they let it continue 
in bond. 

I knew it was rather confusing and mayb2 I didn’t understand it but, you did 
tell me the wheat came to Duluth by boat and was then loaded in cars and then 
the cars were shipped to Minneapolis and shipments were broken at Minneapolis. 
It looks now as though I misconstrued your advice about breaking the shipments 
at Minneapolis. I thought the shipments broken at Minneapolis came forward 
as free wheat but in order to expeaite the shipments of it, after breaking the 
shipments it was too much redtape to remove the bonded feature and you left this 
on, only to expedite the sl ipments. 

[ had understood from Vosika that the manner in which you were entering this 


heat, the jurisdiction of the customs ceased when entered. 


wi 


What did he mean in the first paragraph there where he said 


} 


we can insist on the customs at both New Orleans and Houston to ace»pt the duty 
inasmuch as a concession was made between the customs office at Minneapolis to 
allow business to operate freely. 

Do you know what he meant by that? 

Mr. Kettoae. No, I do not. 

Mr. Guinane. Did you have some contact with the customs office 
in Minneapolis? 

Mr. Ketioaa. No, I did not. 

Mr. Gurnane. Mr. Vosika did? 

Mr. Ketioaa. Yes. 

Mr. Gurnane. Mr. Henderson did? 

Mr. Kettoae. No, I don’t believe be did. 

Mr. Henperson. No, sir. 

Mr. Gurnane. Did they talk to you here in Minneapolis? 

Mr. Krttoaa. At the time. 

Mr. Guinane. What did they talk to you about here in Minne- 
apolis? 

Mr. Kewztoaa. I don’t know. 

Mr. Guinane. Was it because they wanted to urge the customs 
office and Mr. Vaughan to cross out the phrase “unfit for human 
consumption”’ and he refused? 

Mr. Ketioaa. | don’t know. 

Mr. Guinane. Was there any reason why this wheat was shipped 
to Minneapolis for other purposes than that? 

Mr. Ketuoaa. I don’t know. 

Mr. Guinane. Don’t you know that it was nothing but a fictitious 
record here in Minneapolis? 

Mr. Ketioae. No, sir. 

Mr. Guinane. Isn’t that what he meant when he said to let 
business go on as usual? 

Mr. Kexxoaa. I don’t-know. 
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Mr. Moskovirz. Mr. Higman testified about this and explained it 
to us. 

Mr. Guinane. But I am talking to a man on the ground floor, or a 
man who is on the ground floor of this thing 

Senator Toys. That is the reason we came here, for the purpose of 
having the people that actually were here on the ground floor trans- 
acting the business testify. That is why we are here and that is why 
we are going to Galveston. We are just trying to get the facts. 

Mr. Ke_toca. We would like you to have them 

Mr. Guinanz. Now, what did Mr. Henderson and Mr. Vosika tell 
you they talked about? 

Mr. Ketitoae. Mr. Henderson said he had never seen him. 

Mr. Guinane. What did Mr. Vosika say? 

Mr. Keitioee. You will have to ask him about that. 

Mr. Guinane. What did they tell you about that, you are in charge 
of this whole outfit here? 

Mr. Ketuoae. Yes. 

Mr. Guinane. Mr. Vosika was just doing a job? 

Mr. Keiitoaa. That is right 

Mr. GuinaNe. He didn’t get any profit out of it did he? 

Mr. Ketioga. That is right. 

Mr. Guinang. What did Mr. Vosika see the customs officer here 
in Minneapolis about? 

Mr. Kextioaa. I don’t know 

Mr. GuiInane. It was a very important thing? 

Mr. Ketioaa. I don’t know 

Mr. GuInaNE. You don’t know? 

Mr. Ketioge. I do not know, there are a cood many details and 
the man in charge has to turn something over to some department 
and that is just about the end of it. 

Senator Tuyr. Then if you turned this over to someone for the 
sake of record you tell us who you turned this over to so we can con- 
nect the missing link. If you didn’t transact the business just let us 
know and let us have the information as to whom you turned it over. 

Mr. Ketioaa. In this case, Senator, | would say Mr. Vosika. 

Senator Turn. And you instructed him to carry through? 

Mr. Ketuioaa. Yes. 

Mr. Guinane. But Julian Scott had talked to you, as he had men- 
tioned in this letter. 

Mr. Ketioea. Will you read that again, please? 

Mr. GuInane. Yes, sir. [Reading:] 


= 


We thought duty was being paid on this wheat and much to our surprise learned 
from Bill Kellogg not so long ago that duty wasn’t paid and we have been taking 
steps ever since then to make amends on this error. 

You are quite familiar with this organization; aren’t you? This is 
back in August 1951. 

Mr. Ketuioea. It was sold in bond to Julian Scott; naturally the 
duty wouldn’t be paid by us. 

Mr. Guinane. That is right. Why did you arrange for him to pay 
duty? 

Mr. Keuuoaa. For him to pay duty? 

Mr. GuINANE. You state here that duty should be paid at New 
Orleans and Houston. Why should they pay duty on it, on grain 
going out for export? 
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Mr. Ketuioaea. I don’t know. 

Mr. Gurnane. Did you get that letter of August 23? 

Mr. Moskovirz. Yes, just a minute. I want to see myself what 
is in it. 

Mr. Guinane. What does he mean by this statement: 

Of course, we realize that the wheat came in in bond but the issue between 
sill and I, also Bob Henderson, when making these trades, was that they took 
it in in bond on a feed-wheat proposition to escape the full duty. 

Is that why you were doing it—to escape the full duty? 

Mr. Ke.tuioaa. No, sir; as I said, when we sold it in bond there 
was no reason for us to pay the duty on it. Now as I see and under- 
stand it, I may not be correct, but if that wheat had gone right through 
the port as Canadian wheat the duty wouldn’t have to be paid, and 
I am not sure whether that wheat going into the gulf elevator to mix 
it with other wheat whether they would have to pay duty on it or 
not. Iam not sure. 

Mr. Mosxovirz. As long as we have a customs man here I would 
like to know more or know for my own information, are you allowed 
to pay duty on wheat in bond? 

Senator Tuyr. Gladly, but I don’t think there is a customs man 
here. I think for the sake of clarification, if there is a customs official 
here have him step forward. 

Good; here is Mr. Horan, the assistant collector of customs at 
Minneapolis. 

Mr. Mosxovirz. If you have goods in bond are you allowed to 
pay duty on it? Can you pay duty if you want to? 


TESTIMONY OF T. P. HORAN, ASSISTANT COLLECTOR OF 
CUSTOMS, MINNEAPOLIS, MINN. 


Mr. Horan. While it is in bond can you pay duty on it? 

Mr. Moskovirtz. Yes. 

Mr. Horan. All merchandise must be entered in the customshouse 
before duty can be paid. 

Mr. Moskovirz. Until it is entered we cannot pay duty on it? 

Mr. Horan. That is right. 

Mr. Guinane. I would like to read this letter of August 23, 1951, 
that has just been handed to Mr. Moskovitz who in turn has just 
handed it to me. 

The heading is “Bunge Corp., August 23, 1951. Attention: 
Mr. Julian Scott.’”’ Signed by Walt Vosika: 

GENTLEMEN: Confirming telephone call this morning we understand you wish 
to pay duty on some of the bonded Canadian wheat shipped to both New Orleans. 
La., and Houston, Tex. 


9 


Are you familiar with this letter, Mr. Kellogg’ 


Mr. Keutuioaa. No, sir; I am not. 
9 


Mr. Guinane. Will you take a look at it? 
ever talked to Mr. Vosika about it. 

Mr. Kettoaa. No, I never saw the letter. 

Senator Taye. Who signed it? 

Mr. Gurnane. Walt Vosika, the general manager and attorney for 
the Bunge Corp. 


Tell me whether you 
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Mr. McGowan. He is traffic manager. There is a little difference. 
Mr. GuinaNne. This letter refers to both ports: 


Confirming your telephone call this morning we understand you wish to pay 
duty on some of the bonded Canadian wheat shipped to both ports New Orleans, 
La., and Houston, Tex. ; 

This letter applies equally to both ports. 

Tariff Act of 1930 reads as fi slows: 

Paragraph 729, described as ‘‘Wheat,’’ rate of duty, 21 cents per bushel, 60 
pounds. 

Paragraph 729, described as ‘“‘Wheat, unfit for human consumption,” rate of 
duty 5 percent ad valorem. 

Wheat, 21 cents per bushel, is subject to import quota from Canada of an 
absolute maximum of 795,000 bushels in any one vear 

Wheat unfit for human consumption may be imported in unlimited quantities 
The terminology is incorrect And is applicable only to wheat which has 30 
percent or more damaged kernels by weight 

The Federal Department of Agriculture is the supervisory power on this 
subject and they determine and advise the United States customs as to the 
percent of damage, and basis that decision, the United States customs grants 
5 percent ad valorem duty if 30 percent or more damaged kernels. 

All wheat shipped you was passed by the United States Department of Agricul- 
ture as 30 percent or more damaged kernels by weight—and United States 
Department of Agriculture Federal appeal certificates are on file at the office of 
the United States customs in Minneapolis as an authoritv for them t 
wheat from Minneapolis on W. D. E. X. entries in the following language 





Mr. Guinane. Does that mean warehouse? 

Mr. Horan. That means withdrawal for transportation and expor- 
tation. 

Senator Youne. We want to hear you, Mr. Horan; will you please 
repeat tha 

Mr. Horan. That 1 
exportation. 

Mr. GuINANE (reading 


leans withdrawal for transportation and 


666—— 

Mr. MosKOVITZz. Didn’t they give the description there 

Mr. GuINANE (reading 

‘666,666 bushels bulk wheat, excess 30 percent damage for exportation pur- 
poses only.” 

On each entry is the statement “T. D. 44791 (11)”’ tl is Treasury Decision 
covering the ruling of the Commissioner of Customs in Washington, D. C., that 
wheat containing 30 percent or more damaged kernel by weig 





into the U. 8. A.—duty paid thereon—and the jurisdiction of the customs ceases 
and is exhausted when so entered 

After 5 percent ad valorem paid and wheat released, it is subject to the laws of 
the United States as applicable to any wheat of any kind. It may be bought, 
sold, used in a channels for feed, and if not declared by the Federal grain 
supervisor D. L. Q.—it is, we und rstand, used to some extent in milling. After 


duty pa uid there can be no objection to its exportatior 

The Duluth customs insists term ‘‘Wheat unfit for human consumption” mu 
be on customs papers. We warehoused in boxcar constructively at Minneapolis 
and then withdrew under term: 

“So many bushels, bulk wheat, excess 30 percent damage for exportation 
purposes only’”’ T. D. 44791 (11) 

This was a concession by the customs office at Minneapolis to allow business 
to operate freely. The Commissioner of Customs (Washington, D. C.) stated 
sometime back that description must be sufficient to identify the commodity 

The description used out of Minneapolis—does identify 

Duty should be paid at New Orleans and at Houston, Tex. Customs entries 
will read in the language demanded or insisted upon required by the port of 
Houston, or port of New Orleans. Each is supreme in its own territory. 
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The entry (WD EX) out of Minneapolis—those papers that went from United 
States customs Minneapolis to United States customs at Houston or New Orleans 
show car numbers, bushels, pounds, value, rate of duty, and the duty basis 5 per 
cent ad valorem, under the second block (first page of this letter). 

Basis the files and records at the customs offices New Orleans and Houston 
the customs brokers have sufficient information on which to make consumption 
entries to pay duty then the wheat becomes free in every sense of the word 
the same as would be wheat out of Texas. 

It has always been our policy never to make entry on ad valorem duty without 
filing “request for information as to value.’’ Values are subject to customs 
appraisement and the above suggestion saves penalties if overvalued or under- 
valued 

After duty paid and release of wheat from customs custody—the wheat is free 
for any domestic purpose (unless D. L. Q.). It may also be exported. 

Yours very truly, 
Watt VosIKA 

Mr. Guinane. Does this letter carry out your statement that your 
company was very careful to warn purchasers of this wheat not to 
get it into the export program under the International Wheat 
Agreement? 

Mr. Kexiioae. In every case when I sell any mix, as I have said 
before, I have told the buyer that that wheat could not be used for 
that purpose. 

Mr. Gurnane. I would like to read this letter of August 28, 1951, 
from the Bunge Corp. written by Walt Vosika to Julian Scott of the 
Transit Grain Co., of Fort Worth, Tex. 

Dear Mr. Scorr: Replying to your letter of August 24, 21-cent wheat can’t be 
brought in except subject to quota of 795,000 bushels maximum a vear. That 
leaves the only possible wheat to bring in from Canada as 5 percent wheat wit! 


30 percent or more damaged kernels and classified in Tariff Act of 1930 as ‘‘Wheat 
unfit for human consumption ; 


Prior to payment of ad 1t\ at 5 pe reent and release bv customs th is wheat is 
under customs jurisdiction After payment of duty and release it is—free wheat 

Special handling at Minneapolis was to change description on customs papers 
to eliminate undesirable phraseology and had nothing to do at all with payment 
of duty Jurisdiction of customs ceases when entered for consumption with pay- 
ment of duty and not before that 

In reference to phone call yesterday you, Webber, Smith, Self, and Bob’s call 
to vou. 

{ talked to both Webber and Smitl 

Mr. GuinangE. Who is Webber now? 

Mr. Mosxkovirz. He is with the Stone Forwarding Co. 

Mr. Gutnanr. Who is Mr. Smith? Do vou happen to know 
Mr. Vosika? You are not familiar with Mr. Smith who handled this 
grain, are you, Mr. Kellogg? 

Mr. Ketioacac. No; I am not 

Mr. GuINANE® (reading): 

I talked to both Webber and Smith same time 10 a this morning and 
furnished them information as to Public Laws 211 and 272 of 1943 and 1944 
which granted right to import Canadian grain and feed free upon proof in affi- 
davit form of ultimate use as feed. This law has expired 5 years ago 

But the point is, there are no policit 





r provisions requiring customs to secure 





any information of any kind as to use that is made of wheat classified as 5 percent 
inder paragraph 729 
It is possible Smith and Webber can use this and make a little progress. At- 


tached is copy of wire sent Mr. Webber noon today as fast telegram as ou 
suggestion for wire from collector to Bureau in Washington if can’t settle at 
Houstor 

Our people (basis our experience) and our customs people in Minneapolis feel 
it would be a mistake to have any wires go to Washington except from the col 
lector at Houston after conference al d possible joint drawal of the wire as being 
satisfactory to both. 
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Now does that sound like the Bunge Corp. and the Kellogg Milling 
Co. and its officers were advising people to be very careful and not to 
violate the law and get in under the international wheat subsidy 
program or send this to ECA, or was it advising of export com- 
panies just how to get around these things? 

Mr. Ketioae. Mr. Vosika isn’t a grain trader. He is a traffic man. 

Mr. Guinane. He seems to be advising them what to do, doesn’t he? 

Mr. Moskovirz. I think you are entitled to draw any inferences 
that you may wish, but I don’t think it is in good practice. 

Senator Ture. What about it? 

Mr. Moskovirz. I want to make this point, Senator Thye. This 
is only fast talk about Canadian wheat. When you sign an affidavit 
saying that it is home grown, obviously you can’t sign such an affidavit 

Senator Youna. This letter would imply that the customs office 
here in Minneapolis may have been engaged in a little skullduggery. 

Mr. Moskovirz. Excuse me, I am not here to defend the customs 
office, but as it has been read in the record that we received 30 percent 
damaged kernels, that is, Canadian 

Senator Young. The custom’s boy back there may laugh if he 
wants to. You will have a chance to answer late 

Senator Tuyr. Was that a customs official, did I understand you 
to say T. D. Canadian Government? 

Mr. Mosxovirz. No; T. D. was the United States Government, but 
it was a description of Canadian grain. 

Senator Tuyr. T. D. P. F. F. 30 percent damaged, or otherwise 
Canadian. The whole or entire terminology is bad. The law is to 
keep that wheat from coming in here and competing with our ow1 
wheat here in the United States, to safeguard your own wheat to 
keep it from being used for human consumption. And in the course 
of 3 years they have been trying to get around that question and we 
are going to try to unravel that thread and see where the string leads 
us. 

Senator Youna. It seems to me the customs officials were going 
beyond their duty to help them evade the law rather than to help 
keep them from evading the law or helping them to keep within the 
law. 

Mr. Mosxovitrz. I won’t say any more at this time, because obvi- 
ously it is just the beginning and we have a lot more to get before us. 
I don’t think it is fair to put the blame in Minneapolis or Duluth. 
This rule was a rule that this wheat could be brought in even though 
for milling purposes because it came under this ‘‘in excess of 30 per- 
cent damage outside of the quota.”’ 

Senator Youna. Will you read that part of your letter in which the 
customs officials here state that they should not contact the W ashing- 
ton office? 

Mr. Guinane. In this one letter here of August 24, 1951, from 
Scott to Bunge. 


I have your letter of August 23, and see we were absolutely within our rights 
and also on the wheat that duty hasn’t been paid on so far, we can insist on the 
customs at both New Orleans and Houston to accept the duty inasmuch as a 
coneession was made between the customs office at Minneapolis to allow business 


to operate freely 
Mr. Guinane. Is that the part you wanted, sir? 
Senator Youna. And later he advises the Washington office not t° 
be contacted. Am I correct on that? 
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Mr. Mosxovirz. I think what is meant is the quota between the 
collector of customs and the one with whom the transaction takes 
place. The idea is not to let anyone go over the head of the customs 
collector, if the duty is paid in Houston the collector advises Wash- 
ington, not the local concern. 

Senator Young. To me, it looks like more than protocol. 

Mr. Moskovitz. That is the way I understood it. 

Mr. Gurnane. Another paragraph: 

Our people and our customs people in Minneapolis feel it would be a mistake to 
have any wires to go to Washington except from the collector at Houston after 
conference and possible joint drawal of the wire as being satisfactory to both. 

Senator Youna. That doesn’t look like a business transaction of 
people who are trying to stay within the law. 

Mr. Mosxovirz. If you recall, this entry that is made in Minne- 
apolis, the collector in Minneapolis doesn’t want the wire to go out 
from Houston. The fact is that he had nothing to hide and was 
showing that he was quite willing to let it go out from Houston. 

Senator THyr. Nevertheless, there had to be a joint knowledge. 
Don’t you draw that from that paragraph? I would draw that 
conclusion. However, read the paragraph over again. 

Mr. GuINANE eenilind: 

Our people and our customs people in Minneapolis feel it would be a mistake 
to have any wires to go to Washington except from the collector at Houston after 
conference and possible joint drawal of the wire as being satisfactory to both. 

And I believe we will show later that the Kellogg Milling or Bunge 
people sent a suggestive wire down South for them to follow. 

Senator Youna. I would think the Washington office should be 
fully informed because I think that is where the policy was determined 
in the first place. 

Mr. Nicuots. It appears to me, Senator, that either with Treasury 
or any of these governmental bodies questions are sometimes asked by 
lawyers to get a ruling that the nature and the form of the question is 
of the utmost importance in order to get a ruling that will fit the type 
of thing that you are considering and therefore the lawyers represent- 
ing the interested litigants frequently consult with Government attor- 
neys to frame a question that will answer precisely the thing that they 


are trying to resolve. I don’t say that that is the answer here but it 
might well be. 

Senator Youna. Don’t you believe that if the public had knowledge 
that this wheat was being imported on a feed-wheat eit s “unfit for 


human consumption” and was being allowed to be mixed with wheat 
for human consumption that the customs offices would be in trouble? 

It seems to me that the whole purpose was to try to keep it covered 
up. Not to let the people know what was going on. 

Mr. McGowan. As I see it Washington had already been informed 
and it got to the highest authority in Washington and no opinion had 
been rendered and there was no cover up at all. To me some of these 
things may be odd but I don’t say they tried to cover them up 

Senator Young. Why didn’t they want that form to be known in 
Washington? Why did they want to evade and not contact the 
Washington officials? 

Mr. Nicuouis. Without having the right phraseology in the letter 
they would know in Washington; not to contact Washington but to do 
it with the right phraseology in the telegram. 
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Senator Ture. I think we are stretching the question somewhat, 
and as to the gentlemen needing a Federal agent to frame a question, 
that question seems relatively simple to me. It seems strange to 
me that here it landed in Minneapolis and then it went on down to 
another city in the United States. The customs officials want to 
collect duty and then they want to be certain that all concerned just 
have knowledge of what the words are going to be in that telegram 
that is sent to Washington. For that reason it is not the legal mind 
of an attorne y trying to phrase a que stion 

It is much more than plain certainty that we know what is being 
wired here because that grain has passed through our port of entry 
and going on down through another port of entry where it comes under 
the jurisdiction of another customs official 

The thing just doesn’t seem to ring true in my mind. Iam familiar 
with the type of language that you “will put in a question for a legal 
opinion and I am familiar with the type of language that you are 
going to put in a telegram to send down to the parent office 

Mr. Mosxovirz. I just want to amplify what you are saying. | 
think we have to keep in mind the document which the customs 
official sent in Houston contains, the official which the customs official 
passes in Minneapolis and that is wheat exceeding 30 percent damaged 
kernals. That is exactly the expression. 

Senator Toye. But the man in Minneapolis had nothing to do with 
t, because only when you direct the customs do you have to examine 
the wheat. Therefore the Minneapolis official had nothing to do with 
that because he let it go by. It came out of a port here. This 
official let it go by and it went down to another port. 

Mr. Mosxkovirz. No, Senator. You are about 90 percent right 
But the fact is that the document that the customs officials make 
out, the T. and E., the transportation entry, which is the in-bond 
entry, this thing goes by rail down to a port. It is . duty of the 
customs official to determine what that duty is. Now the customs 
official’s description, indirectly he will put the customs duty oieial on 
the spot. 

Senator Ture. Now where did this wheat come in? 

Mr. Moskovirz. Duluth. 

Senator Toye. It was the responsibility of customs officials in 
Duluth? 

Mr. Ketioaa. Yes, sir. 

Senator Tuyr. Why did it come to Minneapolis? 

Mr. Kettoac. It came 

Mr. Mosxkovitz. It came to Minneapolis to get a new customs 
warehouse and had to have a new T. and E 

Senator Toye. But the Minneapolis Customs Office had nothing to 
do with determining the official quality because that was handled 
when it was checked out of Duluth. 

Mr. Ketioaa. It went by Minneapolis and when it went by 
Minneapolis they were responsible for determining the quality and 
gerade; were they not? 

Mr. Mosxovirz. I think the quality is determined when the in-bond 
entry is made at Duluth. 

Senator Ture. Then it should have been a transaction. That is 
what I am trying to establish. The transaction should have been 
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either with the Duluth customs and the last point, or between Duluth 
and Minneapolis, I can’t get it straight here why Minneapolis entered 
in here. 

Mr. Ketuoaa. I don’t want to testify for Mr. Vosika and I didn’t 
handle the transaction. If you would like if I can to tell you about 
it but I don’t want to testify for him, but the point I want to make 
is that the T. and E. entry gave the description. The transaction 
had already taken place and as far as the customs officials were con- 
cerned: the transaction was ended. 

Senator Youna. I don’t think the customs officers had any author- 
ity at all to permit this wheat to get into a channel for human con- 
sumption. I think they ought to be prosecuted. 

Mr. Moskovirz. Then I think you will have to go to Canada. 

Senator Youna. Who are the people who are mixed up in this deal? 

Mr. GuinaNne. The ruling in Washington was not made until after 
the customs officials at Minneapolis made it on their own initiative. 

Mr. Moskovirz. What was it changed to? 

Senator Young. That theory is that this was clearly outside of the 
law. 

Mr. Moskovirz. That is the description with which you measure 
wheat “‘unfit for human consumption.”’ 

Senator Youna. In the first place there is a quota set up for 
800,000 bushels of wheat that is to be brought in for human con- 
sumption. When you raise that amount you are clearly outside of 
the law. 

Mr. Mosxovirz. As far as my knowledge was concerned it was 
not made by this collector. It was made by the collector in 
Washington. 

Senator Youna. Whoever he was I think he should be prosecuted 
for going outside of the law. 

Mr. Guinane. Mr. Kellogg, I want to ask you about this letter. 
It is a letter written by Walter Vosika, dated August 20, 1951, written 
to George Sassman. Who is George Sassman? 

Mr. Kewioaa. He is Hallet & Carey’s manager at Duluth. 

Mr. GuINANeE (reading): 

The steamship Starbuck will clear Fort William Saturday, April 21, for 
Kellogg Milling Co. at Duluth, Minn., for P V unloading. 

This is wheat (without consular invoice) moving in bond and goes into G. QO. 
at P V, Duluth. 

That is a general order? 

Mr. Ketioaa. Yes. 

Mr. GurNnaNne (reading): 

We must get 15 cars loaded for bill of lading date not later than Wednesday to 
avoid expiration of a permit—permits almost impossible to get. Some expires 
the 25th. 

Now do you recall seeing this letter? 

Mr. Ketioaa. No, I don’t but 

Mr. Guinane. You know what permits he is talking about? 

Mr. Keititoaee. About the permits 

Mr. GurinaNne. Permits to permit wheat to go to distressed nations 
to various ports. Who issued this? 

Mr. Ketioaa. I don’t know. 

Mr. Mosxovirz. I hate to interrupt but I think it should be clarified 
as we go along. These permits are issued by the railroad authority in 
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Wash ‘ngton to see that the ports are not clogged up at one time. It 
had ‘uothing to do with distressed nations but just to see to it that the 
eles ators did not get more carloads than they could unload at one 
tirae. 

Senator Youna. It was more of a question of shortage of cars. 

Mr. Moskovirz. That is right. There was a certain embargo that 
you couldn’t bring in wheat without a permit. 

Mr. Gurnane. You knew those permits were not issued to Transit 
Grain Co.? 

Mr. Ketxioaa. No, sir, I did not know about that. 

Mr. GurnaNne. Those permits belonged to Commodity Credit 
Corporation so they could move wheat, and send it to distressed 
nations. 

Mr. Mosxovirz. Bunge and others got them from CCC. 

Mr. Gurnane. These permits as we will show were obtained from 
Commodity Credit Corporation to move its wheat and not mixed 
Canadian wheat at all. [Reading:] 

With boat unloading Monday—it leaves little time to get out 15 cars, because: 

Each car must contain minimum of 2,000 bushels and a maximum of the load 
limit of the car. 


Will you see Mr. Churchill Saturday so that they will have fair notice. It 
might avoid possible delay as cars of above requirements—must be hand-picked. 
When you give me railroad you are shipping on—I will furnish routing to fit. 
You may use cars of any lines passing through Minneapolis—Soo, Great Northern, 


Northern Pacific, Milwaukee, Omaha. 
Yours very truly, 
Signed WALTER J. VosIKA 

Then there is a footnote: 

George, bill of lading must read wheat, customs papers must read wheat. 
Check with Ted and railroads to be sure cars do not leave Duluth under any 
conditions with the terminology “unfit for human consumption,’ ” 

Mr. Gurinane. Now, why was it so imporrtant, Mr. Kellogg? 

Mr. Ketitoae. That I don’t know. 

Mr. GuinaNne. You have no information about that at all? 

Mr. Ketioaa. No, sir. 

Mr. Guinane. And you are head of Bunge Corp., and Kellogg 
Milling Co.? 

Mr. Ketioaa. That is correct. 

Mr. Guinane. And you don’t have any idea why it was so impor- 
tant to get rid of that phrase “‘unfit for human consumption’’? 

Mr. Ketioaa. No, sir. 

Mr. Guinane. When did you first make arrangements to clear that 
Canadian “ unfit-for-human-consumption” wheat through the elevator 
at New Orleans, La.? 

Mr. Ketitoce. What was that again? 

Mr. Guinane. When did you first make arrangements to ship or 
clear through the New Orleans elevator? 

Mr. Ketioce. We didn’t make any arrangements. 

Mr. Gurnane. Did you ship any wheat at all? 

Mr. Kewtioaa. Yes. 

Mr. Guinane. Did you just ship it down there without any arrange- 
ments? 

Mr. Ketioaa. We just shipped to whomever we sold it to depend- 
ing upon their instructions. 








228 IMPORTATION OF FEED WHEAT 


Mr. Gutnane. You had no arrangements with Mr. Richeson or 
anyone about shipping wheat down there? 

Mr. Ketuioaa. No, sir. 

Mr. Gutnange. How much wheat was shipped through the Bunge 
Corp.? 

Mr. Ketitoaa. The amount of Canadian unfit wheat? 

Mr. Mosxovirz. About 140,000 bushels. That is Bunge 

Mr. Gurnane. How much did Kellogg Milling Co. ship? 

Mr. Musxovirz. When you say ‘‘ship’’ I want to say “clear”. I 
am talking about the wheat that Bunge shipped down for itself. I am 
not talking about wheat that customers said it sent. I couldn’t tell 
you about that because they sell something and the customers says 
ship it to Kansas City or ship it here, or to any one of a thousand 
places. 

Mr. GuInane. So there could have been a whole lot more of this 
Canadian wheat that the others ordered shipped through the New 
Orleans elevators. 

Mr. Moskovirz. That is possible. Just to make it clear, the picture 
that I gave was the wheat Bunge himself shipped. 

Mr. Gurnane. About how much did Bunge ship through New 
Orleans? 

Mr. Moskovirz. As I recall it was 200,000 bushels. 

Mr. Guinane. Two hundred thousand bushels? 

Mr. Moskovitz. That was sold to Fox; was it not? 

Mr. Keuuoaea. Yes, sir. 

Mr. Guinanet. Did Kellogg Milling ship any wheat to the elevator 
for itself on account? 

Mr. Ketuioaa. No, sir. 

Mr. Guinane. None whatsoever? 

Mr. Ketioaca. None at all. 

Mr. GurInane. So the same thing was true, more wheat as far as 
Bunge was concerned could have been shipped through the elevator 
in New Orelans that was clearly sold to someone else. 

Mr. Kexiioce. That is possible. 

Mr. Guinane. Did you ever have any conversation with Mr. 
Winters? 

Mr. Ketitoce. None whatsoever. 

Mr. Gurnane. You referred Julian Scott to him? 

Mr. Ketioaa. No. 

Mr. Guinane. What happened to your Canadian wheat you sent 
to the New Orleans elevator? 

Mr. Ketioac. The Kellogg wheat was sold to C. B. Fox, and what 
C. B. Fox did with it I couldn’t tell you. 

Mr. Guinant. Do you know if it got on the International Wheat 
Agreement program? 

Mr. Kextioaca. He told me it did not. 

Mr. Guinane. It did not? 

Mr. Kextioaa. He told me he had to keep it just so long. 

Mr. Guinane. Did the Bunge Corp. or Kellogg Milling Co. pay 
any money to the superintendent or anybody at the New Orleans 
elevator for mixing Canadian wheat? 

Mr. Ketioae. No, sir. 

Mr. Gurnane. Did you pay any money for it? 

Mr. Keiioaca. No. 
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Mr. Gurnane. Neither Bunge nor Kellogg Milling? 

Mr. Ketuoae. That is right. 

Mr. Gurnane. And you did not have any conversations with anyv- 
one at New Orleans? 

Mr. Ketioae. No. 

Mr. GuinaneE. Did you ever receive any information with regard 
to anyone down there mixing out your wheat? 

Mr. Ketioaa. We didn’t have any to mix out down there. 

Mr. Guinane. You don’t recall any conversations? 

Mr. KELLOGG. In fact we had no wheat down there while I was 
with Bunge or Kellogg Milling. We never shipped any wheat that 
wasn't sold to somebody. 

Mr. Gurnane. How much money did Bunge Corp., Hallet & Carey, 
or Kellogg Milling, or any of the affiliates spend on entertainment of 
the officials of the Commodity Credit Corporation or elevator officials 
and employees at Galveston and New Orleans? 

Mr. Krttoce. None that I know of. 

Mr. GuIinaneE. Wouldn’t you be likely to know while you were vice 
president of Bunge Corp. of Minneapolis? 

Mr. Krettoaa. There would be no reason for us to know. 

Mr. Guinane. If payment were made by Bunge of Kansas City 
would you not know? 

Mr. Ketioae. No; nothing that went through Kansas City. 

Mr. Guinane. Did you give any of your salesmen an expense 
account to pay off any officials of Commodity Credit Corporation or 
elevator people at all? 

Mr. Ketioaa. No, sir. 

Mr. GuInang. You have absolutely no knowledge of that? 

Mr. Ketioaa. | know it was not done. 

Mr. Gurnane. When did you first learn that Transit Grain Co 
officials had received cifts like $150.000 in oratt 

Mr. Kettoce. When I saw it in our newspaper. 

Mr. Gurnane. That the Transit Grain paid $150,000 in graft? 

Mr. Kettoce. When I saw it in the Chicago Tribune 

Mr. Guinane. Did Julian Scott in the conversations he had with 
you by telephone tell you of these payments? 

Mr. Keutoca. No. 

Mr. Gurnane. Didn’t he tell you Winters did the same thing at 
New Orleans? 

Mr. Ketioaa. No; he did not. 

Mr. Gutnane. How much profit did Kellogg Milling Co. make in 
1950, 1951, and 1952 on the purchase and sale of Canadian wheat 
“unfit for human consumption’’? 

Mr. McGowan. Bunge Corp.? 

Mr. Guinane. Let’s take Kellogg Milling Co. first. 

Mr. Ketioaa. Kellogg Milling Co. for the 3 years showed a net 
profit of approximately $75,000 which figured 2.63; this is of a cent 
per bushel. 

Mr. Gurinane. That is on the Canadian grain? 

Mr. Ketuioaa. Two and five-eighths is about what it figures. 

Mr. Gurnann. And what was the total profit made by the Bunge 
Corp. made on “unfit for human consumption” Canadian wheat 
during the years of 1950, 1951, and 1952? 

Mr. Moskovirz. You want the total of the 3 years? 
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Mr. Gurnane. Yes. 

Mr. Moskovirz. The total was, the best we could figure it, was 
$333,613.08. 

Mr. Gurnane. How much subsidy was collected by the Bunge 
Corp. during the year of 1950? 

Mr. Mosxovirz. Of this wheat? 

Mr. Guinane. On this wheat. 

Mr. Mosxovirz. That I would have no way of knowing. 

Mr. Gurnane. You know that he has shipped a great deal of wheat 
from time to time? 

Mr. Mosxovirz. I could get that figure if you would like. 

Mr. Guinane. Never mind, we will get it from another witness. 

Senator Toys. Let’s get this question answered correctly for the 
record. Do you want the form from the Bunge firm relative to the 
subsidy collected? 

If they do I would like to have it turned in in the form of a report. 

Mr. Guinane. I would like that, yes. 

Senator Toyz. Then you will turn in the report for the record. 

Mr. Mosxovirz. You want us to bring to the next session infor- 
mation concerning the amount of subsidy collected by the Bunge 
Corp. on the Canadian wheat ‘unfit for human consumption.” 

Senator Tuyr. You can turn it in for the record. 

Mr. Mosxovirz. I didn’t complete this answer yet. I have it 
worked out to a percentage per bushel. It works out to 5.8 cents 
per bushel. 

There was a question asked this morning, and I hate to testify from 
hearsay, as a lawyer it bothers me a little bit, but the Senator asked 
a question what the relationship was in connection with this wheat 
that we bought from Bunge, Ltd., of Canada. It is a separate com- 
pany. As I understand it, the wheat was bought on a commission 
basis and I think it made a fraction of a cent. 

Mr. Ketitoee. A very smal] fraction. 

Mr. Mosxkovirz. How much was that? 

Mr. Ketioae. A quarter of a cent, that was paid to the Winnipeg 
office for that wheat. 

Mr. Mosxovirz. That means there was no profit made on that 
same wheat in Canada. 

Senator Tuyr. There was no profit? 

Mr. Ketioaa. Yes, a quarter of a cent. 

Senator Tuyr. Yes, the Canadian office made a quarter of a cent 
as their commission. 

Mr. Mosxovirz. After they paid their expenses I don’t see how 
they could have made any profit. 

Senator Tuyn. But they received a quarter of a cent. You may 
proceed. 

Mr. Gurnane. I wanted to read Mr. Kellogg from Public Law 421, 
81st Congress, which relates to the International Wheat Agreement 
which was approved October 27, 1949. Paragraph D (63 Stat. 945): 

Any person who knowingly and wilfully exports wheat or wheat flour from the 
United States, or who knowingly and wilfully imports wheat or wheat flour into 
the United States, for consumption therein in excess of the quantities of wheat 
or wheat flour permitted to be exported or imported as the case may be under 
regulations issued by the President, shall forfeit to the United States a sum 
equal to two times the market value at the time of the commission of any such 
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act, of the quantity of wheat or wheat flour by which any such exportation or 
importation exceeds the authorized amount, which forfeiture shall be recoverable 
in a civil suit brought in the name of the United State 

Did you ever discuss this part of the law with any authorities of 
yours in New York? Whether you were liable? . 

Mr. Keuioae. I did not; [ never knew that. 

Mr. Gurnane. You were familiar with the International Wheat 
Agreement? 

Senator Toys. That is the ruling of the question you ask, sir. Do 
you have any more questions of Mr. Kellogg? Do you have any 
questions, Senator Young? , 

Senator Youna. That is all the questions I have of Mr. Kellogg. 

Senator Toys. That is all we have, Mr. Kellogg 

(Witness excused.) 

Senator Tuyr. The next person we would like to cail is Mr. Robert 

Henderson, of Minneapolis, Minn. You may take the chair that 
Mr. Kellogg occupied. Mr. Henderson has already been sworn. 

I believe it would be an appropriate time for a recess of 5 minutes. 

(There upon a recess of 5 minutes was taken 

oe a Tuye. If the committee will please come to order we will 
continue. 

Senator Young will not be able to be with us tomorrow, which we 
certainly regret, and I know Senator Young regrets he cannot be with 
us. However, he does have a few questions he would like to ask 
Mr. T. P. Horan, assistant collector of customs, of the Minneapolis 
office, so if Mr. Horan will come forward and Mr. Henderson will sit 
back for whatever time is necessary, Senator Young will ask the 
questions that he has in mind. 

You have not been sworn, Mr. Horan. 


TESTIMONY OF TIMOTHY P. HORAN, ASSISTANT COLLECTOR OF 
CUSTOMS, MINNEAPOLIS, MINN. 


(Witness sworn.) 

Mr. Guinane. Will you give your full name and title to the reporter? 

Mr. Horan. Timothy P. Horan, assistant collector of customs 
Minneapolis, Minn. 

Mr. Guinan. Will you speak a little louder? 

Mr. Horan. The full name is Timothy P. Rais. H-o-r-a-n. 

Mr. Guinane. Mr. Horan, when did officials of any of these com- 
panies that brought in this wheat contact you with reference to this 
unfit Canadian wheat? 

Mr. Horan. I think it was in 1952—1951, perhaps. 

Mr. GuINANE. Sometime in 1951? 

Mr. Horan. Yes, sir. 

Mr. Gutnane. Who were those officials? 

Mr. Horan. I can recall only one man. I don’t know of any 
officials. A man from Commander Larabee Co., and Mr. Walter 
Vosika. 

Mr. Guinane. What did they see you about? 

Mr. Horan. The man from Commander Larabee Co. asked ques- 
tions about the possibility of importing low-grade Canadian wheat 
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from Canada, and whether or not it was subject to the wheat 
quota. 

Mr. Gutnane. And you advised him what? 

Mr. Horan. I advised him that in accordance with instructions 
from the Commissioner of Customs in Washington wheat that is 
found, for customs purposes, classified unfit for human consumption is 
not subject to the quota. 

Mr. Guinanz. Not subject to the quota? 

Mr. Horan. Not subject to the quota. 

Mr. Guinang. When did they contact you about the unfit-for- 
human-consumption wheat? 

Mr. Horan. I can’t remember exactly when it was. It was, per- 
haps, 1951. 

Mr. Guinane. Who was that? 

Mr. Horan. Vosika. 

Mr. Gurnang. Who is he? 

Mr. Horan. Traffic manager for Hallet & Carey Co. 

Mr. Guinang. Was he interested in importation by Hallett & 
Carey Co., or whom? 

Mr. Horan. He was interested in the Bunge Corp. and Kellogg 
Mills 

Mr. Guinang. What was the purpose of his interest, as he told 
you? 

Mr. Horan. He told me they had considerable wheat in Duluth 
brought in by boat. 

Mr. Guinankg. Direct from Duluth? 

Mr. Horan. From Duluth, the wheat was unfit for human con- 
sumption so described on the customs transportation entries, and he 
said they received some complaints from representatives of foreign 
purchasers to the term, ‘‘Unfit for human consumption,” and they 
failed to make the sale, it interfered with the sale. 

Mr. Guinane. Did he tell you who the foreign purchaser was? 

Mr. Horan. No. 

Mr. Guinane. Did you ask him to name the particular ones? 

Mr. Horan. No. 

Senator TuHyr. Why didn’t you? 

Mr. Horan. That is not my business as a customs man. It is not 
my business to bring in the whys and wherefores of importers. 

Mr. GuinaNnge. What did Mr. Vosika want you to do? 

Mr. Horan. He wanted to know, if under the customs regulations, 
some other description could be used. 

Mr. Guinane. What did you tell him? 

Mr. Horan. We checked the custom regulations, and I said, 
“Yes.” It is not necessary to describe any commodity moving in 
bond through the United States in strict customs-tariff terms. 

Mr. Gutnane. Did you ask him what the Duluth collector had told 
him about that? 

Mr. Horan. No; I didn’t ask him, but I think he told me that the 
assistant collector of Duluth was not in favor of changing the descrip- 
tion of the customs manifests. 

Mr. Guinane. Did he tell you why the Duluth customs collector 
didn’t want to change it? 

Mr. Horan. No. 


Mr. GuinaNne. What did he want you to do then? 
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Mr. Horan. He asked me if wheat came in bond to Minneapolis, 
would we agree to a different description on the customs manifests. 

Mr. GuInANE. And you agreed? 

Mr. Horan. No. I said if the wheat came in bond to Minneapolis 
and entered, samples would be taken, and a determination would be 
made of the grade of the wheat, and we would permit the description 
on the in bond manifests in accordance with the description of an 
analysis of the sample 

Mr. Guinane. And not follow the wording of the tariff classifica- 
tion? 

Mr. Horan. No, sir; not necessarily, no 

Mr. Guinange. Why did you make that decision? 

Mr. Horan. That is within the customs regulations. 

Senator THyr. Can you show us the customs regulations where you 
get that interpretation? 

Mr. Horan. Yes, sir. 

Senator Tuyr. Have you got it with you? 

Mr. Horan. Will you bring in the customs regulations? 

Senator Tuyr. Off the record. 

(Discussion off the record.) 

Senator THyr. On the record 

Mr. Gurinane. Mr. Horan, were these shipments that he was 
talking about transporting, to go to Fort Worth, Tex., or Houston, 
Tex.? 

Mr. Horan. At that time I don’t know who they were to go to. 
No importation had come in bond to Minneapolis at that time. 

Mr. GuINANE. When you told him that you would describe it in 
the words of an analysis, rather than the Tariff Act, what did he say? 

Mr. Horan. I don’t recall that he said anything. I presume he 
left. 

Mr. Guinane. Thereafter the shipments began arriving at Minne- 
apolis? 

Mr. Horan. Carload lots. 

Mr. Guinane. And you requested the Department of Agriculture 
to make, take samples, did you? 

Mr. Horan. Well, we followed the usual procedure when the ship- 
ments come in bond, the importers enter it in the customhouse, and 
it is the customs responsibility to see samples are drawn. 

We accept the entry, and call on the Department of Agriculture for 
the analysis of the grain samples. The samples are drawn, and they 
are submitted to the Department of Agriculture, and the analysis is 
made. 

Senator Youna. When you change the designation from ‘Wheat, 
unfit for human consumption,” you first consult with your superior 
officers, and elsewhere? 

Mr. Horan. No, sir. 

Senator Youne. Why don’t you? 

Mr. Horan. Because we are supposed to make our own decisions 
when we can. 

Senator Youna. That is a very important decision, involving the 
importation of 60 million bushels of Canadian wheat unfit for human 
consumption. 

Mr. Horan. We didn’t have 60 million bushels, we had a few car- 
loads. 
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Senator Youna. There was that much, and you are aware of the 
provision that prohibits more than 800,000 bushels of wheat for human 
consumption. 

Mr. Horan. It prohibits more than 795,000 bushels of wheat, sub- 
ject to the quota; yes. 

Senator Youna. That is wheat for human consumption? 

Mr. Horan. Yes. 

Senator Youna. And your decision was contrary to the spirit of the 
law, at least. 

Mr. Horan. No, Senator, I don’t think so. 

Senator Younc. By your decision you opened up the doors to un- 
limited imports of Canadian wheat, and was that not contrary to the 
spirit of the law, if not the law itself? 

Mr. Horan. Before the President issued the proclamation, he 
caused an investigation to be made by the United States Tariff Com- 
mission, and the United States Tariff Commission in the report 
recommended, as I remember, a quota on wheat, and specifically 
stated in that recommendation that this term, ‘‘wheat,’’ does not 
apply to wheat unfit for human consumption. Consequently, when 
the President issued his proclamation in 1951 and limited wheat to 
795,000 bushels, it had no application to wheat unfit for human 
consumption. 

Senator Youna. Under the reciprocal trade agreement on the grains, 
and on the commodities, and on any scheme whatever, you were in 
violation of the law, or intention of the law. 

Mr. Horan. No; not to my knowledge we were not in violation of 
any law. 

Senator Youne. You are totally unfit to serve in your capacity. 
What was the contact with the Bunge Corp. and Kellogg? 

Mr. Horan. The only contact I had was with Walter Vosika, in 
the customs office in this building, my office. 

Senator Youna. Any other place? 

Mr. Horan. No. 

Senator Youne. Anything in writing at all? 

Mr. Horan. No. 

Senator Youna. Don’t you think it would have been well to have 
some written record of it? 

Mr. Horan. Written agreement. We don’t do that, Senator. 
People come into the counter, and if we know, we tell them, and if 
we don’t, we check. We don’t put anything in writing. 

Senator Young. It seems to me you ought to have been smarter 
on this thing. You ought to have known you were evading a policy 
of the United States by allowing all this wheat to come in here. 
You knew we had a surplus of wheat, and it was interfering with the 
price. 

Mr. Horan. There was no prohibition on this wheat in any quantity 
as far as I can see. 

Senator YounG. You don’t think it was a good ruling; a fair ruling? 

Mr. Horan. It was an administrative ruling. It was his alterna- 
tive to make whatever ruling he saw fit at that time. 

Senator Toye. You say “his.’”’ To whom do you have reference? 

Mr. Horan. In Duluth, whoever the collector was—a lady, or it 
might have been an assistant. 
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Senator Tyr. It was a lady. That is the reason I asked you 
about “his.” 

Mr. Horan. I made a mistake, sir. 

Senator Toye. It was a lady. Did you confer with your superior, 
the person acting as customs collector in making your decision? 

Mr. Horan. I don’t recall, but I don’t think so. 

Senator Toye. Why wouldn’t you on a decision as important as 
this? 

Mr. Horan. Sometimes we do, and sometimes we don’t. 

Senator Toye. You don’t have a fixed policy. Sometimes you do, 
and sometimes you don’t? 

Mr. Horan. The law, as I see it, as I recall it, states that the 
word ‘collector’? means collector, and includes assistant collector, 
and means his deputy, so the decision was handled technically as a 
customs decision. 

Senator Tuyr. Did any assistant under you make any decision? 

Mr. Horan. No. 

Senator Ture. You were the only one making that decision? 

Mr. Horan. That is right. 

Senator Ture. How many cars did you make the decision on? 

Mr. Horan. I couldn’t say how many cars. There were quite a 
few over a period of time. 

Senator THyr. Where you specifically permitted the change from 
unfit for human consumption over to another classification? 

Mr. Horan. I couldn’t say how many cars were covered, but I do 
say that insofar as the wheat moving in bond, through the United 
States was concerned, we would permit a description other than 
“wheat, unfit for human consumption.”’ 

Senator THye. You were not the customs office where it actually 
entered the United States; you were 161 miles from it? 

Mr. Horan. Physically it entered the United States at Duluth; 
for custom purposes it was entered at Minneapolis. 

Senator Toye. But you didn’t collect the customs? 

Mr. Horan. But it was entered. 

Senator THye. How was that? 

Mr. Horan. It can enter without the collection of duty in a 
warehouse entry? 

Senator Toye. The customs were collected? 

Mr. Horan. The duty need not be paid in order to file an entry 
in the customhouse. You have various forms of entry. You have 
temporary, warehouse entries, various kinds of entries. In other 
words, the importer later claims his merchandise. 

Senator Young. Don’t you think that the rules you made were of 
top-level-policy designation? 

Mr. Horan. No, Senator. A top-level decision is simply an 
administrative decision. 

Senator Youna. Simple to reverse the decision of the Duluth 
office? 

Mr. Horan. I think so. I think so. 

Senator Younec. How many meetings did you have with Bunge 
or Kellogg? 

Mr. Horan. I had no meeting with Bunge or Kellogg. As a 
matter of fact, I never saw any of these gentlemen until today. 
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Senator Youne. Who did you meet with? 

Mr. Horan. Vosika. 

Senator Youna. How many meetings did you have? 

Mr. Horan. In regard to the wheat, Senator, I have had con- 
ferences with Vosika many times, about the seed, about wheat, about 
various things. They are regular importers of products other than 
wheat. 

Senator Younc. On any particular decision that you rendered? 

Mr. Horan. One or two, perhaps 

Senator Youna. Where? 

Mr. Horan. In our office. 

Senator Youna. None outside of your office? 

Mr. Horan. None outside the office. 

Senator Youna. You didn’t accept any gratuities of any kind? 

Mr. Horan. No, sir. 

Senator Younac. No drinks? 

Mr. Horan. No, sir. 

Senator Youne. You were sober when you made this decision? 

Mr. Horan. We might have had lunch. Who might have paid for 
the lunch depends largely on who extends the invitation. 

Senator Youne. Do you make a practice of having lunch with 
people like this? 

Mr. Horan. No. 

Senator Youne. How come you had lunch with this man? 

Mr. Horan. | have had lunch with this man several times during 
the years. 

Senator Youna. Is it a common practice? 

Mr. Horan. We meet on the street, and he says, ‘‘Where are you 
going?” I say, ‘Going to lunch.” I say, “Come along.” 

It is a common practice among people who are acquainted. It is 
not a customs practice. 

Senator Youna. It is not an ordinary thing to do? 

Mr. Horan. No. 

Senator Youne. How did you happen to do it in this particular 
case? 

Mr. Horan. It is an ordinary thing to do among friends at any 
time. 

Senator Youna. The people in the customs service to have lunch 
with someone that is beneficiary of a decision that can make them a 
lot of money? 

Mr. Horan. Not many times. I have had lunch with Walter 
Vosika. He is a customshouse broker. I have had representatives 
of railroad companies, airlines—at times it depends on where we meet 
them, and when. 

Senator Youne. You had lunches before a decision of considerable 
importance? 

Mr. Horan. I can’t say I did or didn’t. 

Senator Youna. Who paid the lunch check? 

Mr. Horan. That depended on who extended the invitation, or the 
flip of a coin. That is the way we do it among ourselves, customs 
people. 

Senator Youna. You make a practice of doing that kind of busi- 


ness? 
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Mr. Horan. Not a practice. It happens once in a while. 

Senator YounGc. You don’t remember how many times? 

Mr. Horan. Of course, I can’t remember how many times. I have 
been in the custom service 31 years. I have had lunch with a lot of 
people, but I don’t remember how many times. I usually go to lunch 
by myself, only on rare occasions do I go to lunch with somebody. 

Senator Youna. Was it one of your mottoes, to increase the flow of 
business going through your office? 

Mr. Horan. We like to render service, and we like to have import- 
ing public transacting business through our office. 

Senator YounGc. Even though imports of 60 million bushels 
already there is a great surplus of wheat in this country—even though 
it was bad business, to transact a little more business through your 
office? 

Mr. Horan. I don’t know how much wheat is stacked up in the 
United States. I still don’t know. 

Senator YounG. Don’t you think, really, vour decision was con- 
trary to the intent of the law, to prohibit more than 795,000 bushels 
of wheat to come in here? 

Mr. Horan. Senator, I am not allowed to let my prejudices sway 
me init. We rely on the instructions whether we like it or not. That 
is what we have to do. 

Senator Youna. Did you, at any time, contact the Washington 
office? 

Mr. Horan. No 

Senator Young. Did Mr. Vosika advise you not to contact the 
Washington office? 

Mr. Horan. No. 

Senator Younc. What was his reason for that? 

Mr. Horan. I don’t know. Inever, at any time, instructed any- 
body, or advised them not to contact the Washington office in regards 
to a custom transaction. 

Senator Youna. The fact that you didn’t contact the Washington 
office, don’t you think that looks a little strange? 

Mr. Horan. It might to you, Senator, but it does not to me. 

Senator Youna. You are a rather strange official. 

Senator TuHyr. Let us have from his records the information that 
would give him the right to make the decision that he made on that 
wheat, that would be the regulation. 

Mr. Horan. This is the customs regulations of 1943, section 18.11: 


Customs form 7512 shall be used as a combined entry, invoice and manif 
and nine copies shall be required at the port of origin, the merchandise shall 
described on this form in such detail as to enable the collector of customs to make 
and estimate of the duties due thereo 


Senator Tuyn. And you consider yourself a port of entry? 

Mr. Horan. Yes, sir. 

Senator Taye. And did you collect the customs? 

Mr. Horan. Not on the wheat that moved in bond from Minne- 
apolis. 

Senator THyr. You changed the classification of that wheat in 
bond when it departed from Minneapolis? 

Mr. Horan. Not the classification, the description on the in bond 
manifest. 
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Senator Tuyr. The description is the classification, because it 
changed it from “unfit for human consumption” into something 
different than that language, and you did that in your office, but you 
didn’t collect the customs? 

Now, that is a strange transaction. It’s the strangest I have ever 
seen. The wheat entered the Duluth port. It was not touched in 
the Duluth port. It comes to Minneapolis and you proceed to change 
the classification of the commodity in cars, but you didn’t collect the 
customs, and you let it go on to some other port. You call them 
ports. It is just another custom collectors office in the United States. 

Mr. Horan. That is right. 

Senator Toye. That is a transaction I can’t get clear in my mind, 
and I want to get it cleared up. That is the strangest transaction I 
have ever seen. You didn’t collect the duty, as custom collector. 
Why did you do this business? You were not really doing business, 
except to accommodate the change of the name of the kind of grain 
in bond. 

Mr. Horan. That is right. Yet, the description was used. 

Senator Torr. Why didn’t the Duluth office refer to the same 
regulation? 

Mr. Horan. I don’t know why the Duluth office didn’t. I don’t 
know what reasons they have. 

Senator Tuyr. Why didn’t you inform them to ship it on to the 
next port, and let them deal with it, when they collect the money? 
Why didn’t you handle it in that manner as long as you were not 
getting the money? 

Mr. Horan. Senator, we have no right to deny the acceptance 
on in bond to our customs office. 

Senator Tuyr. Did you have any right to do anything with it 
inasmuch as you didn’t collect the customs? 

Mr. Horan. I think so. 

Senator Tuyr. There is nothing in the regulations that you could 
change the grade and classification of that commodity and still not 
collect the customs. 

Mr. Horan. There is nothing in the regulations that we can’t 
either, Senator. 

Senator Younae. You do everything specifically to the regulations, 
not written in the law? 

Mr. Horan. Everything that we want to do within the regulations 
or the law. 

Senator Youna. There is nothing in the law? 

Mr. Horan. This tells how it may be described. We permitted & 
description permitted in that passage. 

Senator Youna. Did it occur to you that the customs service 
should have changed the classification, rather than you? 

Mr. Horan. The collector of customs does not change the descrip- 
tion. The collector of customs accepts the entry from the importer, 
which states what the merchandise is. 

Senator Youne. What happens if another customs collector would 
have made another ruling? 

Mr. Horan. He has got to stay within the clause. It shall be 
described in such terms. We permitted a description, of wheat, 30 
percent or more damaged. 
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Senator Young. Which is wheat unfit for human consumption. 
Every customs officer knows that wheat is described in the tariff as 
wheat, unfit for human consumption. 

Senator Tyr. Why in the world could you, in good conscience, 
change the label, “Unfit for human consumption’’? 

Mr. Horan. It seemed like a reasonable request to me. The 
man said it interfered with the sale to the representative of a pur- 
chaser in foreign countries. 

Senator Youna. Was it the purpose of importation of this wheat 
to use it for feed? 

Mr. Horan. Senator, I don’t know what the purpose was. 

Senator Youne. You know the law of 800,000 bushels of imported 
wheat for human consumption—that is the law, isn’t it, and anything 
over that would be for feed purposes? 

Mr. Horan. That law says that term ‘wheat,’ does not include 
“wheat, unfit for human consumption.” 

Senator Torr. Where was the duty collected on this wheat that 
moved in bond from Minneapolis? 

Mr. Horan. I don’t know where. I don’t know whether it was 
Duluth or not. All we get—we have an open file, of this in bond 
movement we get from Houston a notice telling us the shipment got 
there. That is all we get. 

Senator Toyz. Did you get a cancellation? 

Mr. Horan. Yes. 

Senator Tuyr. Where did you get it from? 

Mr. Horan. Houston, or New Orleans, whichever port. 

Senator Turn. Now, you are guessing. 

Mr. Horan. No, sir. 

Senator THyrn. Where did you get the cancellation from? 

Mr. Horan. On the wheat that moved inbound to Minneapolis, 
to Houston. 

Senator Toyz. Where else did it stop besides Houston? 

Mr. Horan. It didn’t stop any place. 

Senator Tuy. The record shows that the Minneapolis office, and 
another office were going to agree to the type of a telegram that wes 
going to be sent in. 

Mr. Horan. The letter, as I heard it from back there, but that is 
a false statement if I agreed with anybody to a certain time, or a 
telegram, or any message of any kind. 

Senator Tuyr. Would you like to have that paragraph read in 
order that you may be able to refer to it? 

Mr. Horan. I would like to know who the letter is from. 

Senator Toys. This wheat went directly to Houston, and when it 
arrived at Houston, you and the custom official at Houston agreed 
on the type of telegram to be sent to Washington? 

Mr. Horan. No, Senator. I have had no contact in regard to 
wheat at anv time. 

Senator Youna. Or any other customs, in the course of changing 
this classification? 

Mr. Horan. I wrote a letter at one time to the collector in New 
Orleans. I have got it here. 

Senator Younc. Were you in contact with any other customs 
officials? 

Mr. Horan. No, Senator. 
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Senator YounG. By telephone or otherwise? 

Mr. Horan. No. 

Senator Youne. Why did you contact the customs collector in 
Houston, and not the one in Washington, or your superior? 

Mr. Horan. I didn’t contact the customs in Houston at all. 

Senator Youna. Yes. 

Mr. Horan. The customs office contacted us. I will find it in just 
a moment, I hope. 

Senator YounG. Will you read the letter? 

Mr. Horan. My letter to the collector at New Orleans. 

This is dated September 5, 1951. It is a letter over my signature, 
T. P. Horan, assistant collector to the collector of customs, New 
Orleans 16, La. 


Dear Sir: Receipt is acknowledged of your letter dated August 30, 1951, file 
216/224—1, relative to certain shipments of wheat that were diverted to your port 
and entered for re warehouse. While the major quantity of wheat of the type 
diverted to your port has been withdrawn from warehouses in Minneapolis for 
transportation and exportation on Houston, a considerable quantity was entered 
for consumption or withdrawn for whatever use, for consumption, at the rate of 
5 percent under paragraph 729. 

Samples of wheat were taken from each importation at this port to determine 
duty status. However, the importers objected to the use of the term, ‘Unfit 
for human consumption” as stated in paragraph 729 when the wheat was with- 
drawn from their warehouse for exportation 

Accordingly the office agrees with the importer, that the statement, ‘‘ Excess 
30 percent damage for exportation purposes,’’ would be substituted for ‘Unfit for 
human consumption,” 

For the benefit of the other custom collectors, in the case the wheat would be 
offered for entry and withdrawn for consumption in the United States. 

Very truly yours. 

Senator Youne. Why didn’t you make the ruling made by the 
Duluth office? 

Mr. Horan. Well, I don’t know whether I knew the ruling at all. 

Senator Youne. You were requested to make a change, and you 
certainly were aware of the fact why a change was requested. 

Mr. Horan. I had information from Mr. Vosika that Duluth did 
not agree to the change 

Senator Youna. Did you ever contact Duluth as to why they 
nade the ruling? 

Mr. Horan. No. 

Senator Youna. Isn’t that a bit strange? 

Mr. Horan. No, Senator, it is not strange. Sometimes we do. 
That is a separate jurisdiction. They run their place of business, 
and we run ours in Minneapolis 

Senator YounG. You are aware some of this wheat was used? 

Mr. Horan. So | have heard 

Senator Younc. And you, in one way or the other, were a party 
to it; weren’t you? 

Mr. Horan. No; I don’t think I was 

Senator Youne. You aided and abetted them; didn’t you? 

Mr. Horan. I consider I did not aid and abet them. We have no 
control over any imported product once it is released from customs. 

Senator Younae. You had little concern over the overall problem 
involved, but were so willing to make changes without consulting 
others. Don’t you think vou have been derelict in your duty? 

Mr. Horan. No, Senator. When the wheat moved inbound to 
Houston, or New Orleans, it is that office’s responsibility. 
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Senator Youne. Why do you think the President limited impor 
to 800,000 bushels of wheat? 

Mr. Horan. I don’t know. I don’t know why; no. 

Senator Young. And you are a customs collector. 

Mr. Horan. That quota, that purpose is not a customs require 
ment. 

Senator Young. The Government limits imports 

Mr. Horan. It limits imports. 

Senator YounG. What is its purpose? 

Mr. Horan. | suppose to keep foreign wheat from the United 
States. 


t 
LS 


Senator Young. Anyway, it is contrary to the spirit of the law. 

Senator Toye. You, yourself, were instrumental in changing the 
very label that this wheat had on it when it arrived in this port of 
entry, and you changed it from the words “unfit for human consump- 
tion,’’ to something else. Didn’t you have something to do there? 

Mr. Horan. Yes, 1 permitted it, yes 

Senator Tuyr. You permitted it? 

Mr. Horan. Yes. 

Senator Toye. Yet, you didn’t colleet the custom? 

Mr. Horan. No. 

Senator Tuyr. But you did change the label? 

Mr. Horan. Yes. 

Senator Tuyr. Were those cars unloaded? 

Mr. Horan. The cars of grain, the cars containing the grain moved 
in bond from Minneapolis to southern ports, as | recall it; they were 
not unloaded. 

Senator Tuyr. Then would you refer to it as warehouse here? 

Mr. Horan. Those cars served as constructive warehouses. 

Senator THYEr. They served as constructive warehouses? 

Mr. Horan. That is right. 

Senator Tuyr. So that you would refer to any car as a warehouse? 

Mr. Horan. Not unless the contents of the car has been filed in the 
customhouse. 


Senator Ture. In other words, you could take that grain as it 
arrived in here, and even though it had not been unloaded, a bushel had 
not been unloaded from those cars, and so forth, your records showed 
it had entered a warehouse and had been reloaded and shipped? 

Mr. Horan. No, Senator, we are not talking the same language 

Senator Tuyr. I want to understand your languace 

Mr. Horan. The record shows it was entered for warehouse, and it 
means that a particular shipment, a particular type of entry. Docu- 
ments filed in the customs shows that for a particu.ar type ot in bond, 
but it does not necessarily mean the merchandise entered went into a 
warehouse. It is like cattle imported from Mexico 

Senator THyr. We never lose the identity of cattle Let’s get 
back to grain. It went out into the warehouse and was shipped out 
again. When it was shipped out you changed the name of the quality 
of the commodity. 

Mr. Horan. | changed the description on the in bond manifest, 
which said it was Unfit for Human Consumption, and when it went 
out of here it had a different label on it. 

Senator TuHyr. And you, yourself, were responsible for the change 
in the label, so that the man that purchased it, and received it was 
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looking at an entirely different label than that product had when it 
landed in this port. 

Mr. Horan. The custom office knew what was in the cars. 

Senator THyrr. How? 

Mr. Horan. From the description we gave them that I read out 
of this book. 

Senator THyr. That description will permit the change from Unfit 
for Human Consumption to something else? 

Mr. Horan. I don’t agree it did. 

Senator Tuyr. Insofar as the customs officials, they might have 
known it, but so far as the public and the buyer, they didn’t know it. 
In other words, you put a different quota on that product. 

Senator Younc. May I ask another question? 

Senator Tuyg. Yes. 

Senator YounG. Before you changed this, did you consult with 
Mr. Johnson? 

Mr. Horan. Mr. Vosika did one time, in regard to wheat. I don’t 
recall what the discussion was about, or what the result was. 

Senator Youne. What was the reason for going over there? 

Mr. Horan. We went over the importation of low-grade wheat. 

Senator Younae. Mr. Johnson, did he enter any objection to your 
changing this classification? 

Mr. Horan. | don’t think we discussed it with him. 

Senator Younc. What did vou go over there for? 

Mr. Horan. I really don’t know. 

Senator Young. Not the slightest idea? 

Mr. Horan. I remember walking over with Vosika, but I don’t 
remember what about. 

Senator Youne. What did you talk about? 

Mr. Horan. I don’t recall. 

Senator Youna. That’s strange. 

Mr. Horan. No, Senator; that’s not strange. I have been down to 
Mr. Johnson’s office quite often, and I can’t recall what we discussed 
each time. 

Senator THyr. Has Mr. Johnson been up in your office? 

Mr. Horan. I think so, but I don’t recall. 

Senator Tuyr. From the standpoint of protocol, is it customary 
around the department for you to walk down to Mr. Johnson’s office 
and mess around for a while? 

Mr. Horan. I go down there on business. I eall and see if he is in, 
and go down there. 

Senator Tuyr. Do you ever call and have him come up? 

Mr. Horan. I have no right to command Mr. Johnson to come up 
to our office, or anv place. I micht invite him up. 

Senator Toyz. What are Mr. Johnson’s duties? 

Mr. Horan. He is the Chief of the Grain Branch of the Production 
and Marketing Administration, as I understand. 

Senator Tuyr. What is your position? 

Mr. Horan. Assistant collector of customs. 

Senator Youna. Did he enter an objection in any way to you 
changing his ruling? 

Mr. Horan. No; because I didn’t discuss it with him. 

Senator Younae. You and he—he never contacted you? 
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Mr. Horan. I will say no, not for the purpose of determining 
whether or not it should be done. 

Senator Younc. Do you mean the officials of PMA, which is 
charged with the price-support program, knew nothing at all of this 
unusual volume of wheat, and you didn’t discuss it at all? It was his 
duty to do something about price support, and to administer the 
program as he is charged with under the law. Under section 22 of the 
Agricultural Act, imports are to be stopped when they are interfering 
with the price-support program. 

Mr. Horan. It was his duty if he knew about it, and I don’t 
believe we discussed it; no. 

Senator Youna. Mr. Guinane, may I have that paragraph read 
again. 

Mr. GuINANE [reading]: 

Our customs people in Minneapolis feel it would be a mistake to have any 
wires go to Washington, except from the collector of the Houston office, after a 
conference. 

Senator Tuys. Who signed the letter? 

Mr. Guinane. Walter Vosika. 

Mr. Guinane. Does that refresh your recollection any? 

Mr. Horan. Not at all. 

Mr. GuINAneE. Would you state emphatically that you did not 
discuss and visit with officials of Bunge Corp., or employees of Kellogg 
Milling Co. in connection with that paragraph wherein Mr. Vosika 
said it would be a mistake to have wires going to Washington, except 
after conference and joint drawal? 

Mr. Horan. I do not. 

Mr. Guinane. You definitely state that is false? 

Mr. Horan. Insofar as my entering, it is false. There might be 
other customs people that he might have talked with. I don’t 
handle the transactions that come over the counter itself, in the 
customhouse. 

Mr. Guinane. Who—would any other customs person, under your 
supervision make such a statement without your knowledge or 
approval? 

Mr. Horan. They could, but I am sure they wouldn’t. 

Mr. Guinane. Your knowledge of the Duluth, of the customs 
collector at Duluth insisting that this not be deleted, wouldn’t it 
be customary for another department or another deputy, or collector, 
if he had a different opinion, to refer that difference to Washington 
rather than make up his own mind as a perfect administrative decision? 

Mr. Horan. Yes, if he had any doubt. 

Mr. Guinane. You did not have any doubt? 

Mr. Horan. As a matter of fact, I did refer that to Washington 

Mr. Guinane. But Mr. Vosika said some foreign customers had 
objected to this phrase? 

Mr. Horan. Representatives of foreign purchasers. 

Mr. Gurnane. Did he tell you the foreign purchasers wanted to 
know what they were buying? 

Mr. Horan. No. 

Mr. Gurnane. Did you ask him? 


Mr. Horan. No. 
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Mr. Guinane. It didn’t occur to you that that might be the 
reason at all? 

Mr. Horan. No. 

Mr. Guinane. It didn’t occur to you that he might enter that wheat 
for consumption later to innocent purchasers, without that designa- 
tion? 

Mr. Horan. No; it did not. 

Mr. Guinanre. How many cars came through Minneapolis? 

Mr. Horan. On the constructive warehouses 

Mr. Guinane. Constructive warehouse entry? 

Mr. Horan. I couldn't say. 

Mr. Guinane. Ten or five hundred? 

Mr. Horan. Ten. 

Mr. Guinane. Isn’t it a fact that 500 cars came through, of the 
Canadian wheat? 

Mr. Horan. Probably 500 carloads came into Minneapolis, but | 
doubt if that many went in bond. 

Mr. Guinane. How many in bond, would you say? 

Mr. Horan. It is possible 500 cars went through. 

Mr. Guinange. You would really remember a difference between 10 
and 500. 

Mr. Horan. It seems to me about half that many. 

Mr. Guinane. Your decision to delete the phrase and give them 
the phrase they wanted resulted in what work here at Minneapolis, 
as far as customs was concerned, in order to go through this construc- 
tive warehouse. They had to make entries? 

Mr. Horan. That is right. 

Mr. Guinane. And they had to make withdrawal entries? 

Mr. Horan. That is true. 

Mr. Guinane. The entry and the withdrawal entries were made 
simultaneously? 

Mr. Horan. The entries and the wheat was in the cars until the 
analysis was made. 

Mr. Guinane. The samples of the wheat, are you familiar with the 
way they take samples? 

Mr. Horan. Yes, sir. 

Mr. Gutnane. Would that involve much work? 

Mr. Horan. It is a careful sampling, and it takes time. 

Mr. Guinane. How long a time would it take to sample one car? 

[r. Horan. One car wouldn’t take long. Opening the car, climb- 
ing through and drawing the sample, 5 or 6 minutes. 

Mr. Guinane. And then the grain would be sent to an office and 
examined? 

Mr. Horan. That is right. 

Mr. Gurinane. Are you familiar with the detailed process of in- 
spection, and how that would take place, how long it would take? 

Mr. Horan. No; 1 don’t know. It depends on how busy the PMA 
people are 

Mr. Guinane. Would vou say a reasonable amount of time would 
be 1 hour per car? 

Mr. Horan. I would think so, but I would be guessing. 

Mr. Guinane. That would be 500 hours, wouldn’t it? 

Mr. Horan. If there were 500 cars. 
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Mr. GuiInaneg. Your decision made it necessary for the Agriculture 


people to make these grain inspections, costing 500 man-hours of 
grain inspection? 
Mr. Horan. I su Ippose it could be inte rpreted that wav: ves 


Mr. GUINANE. Now, that would cost the Government that m ich 
money, 500 hours, possibly $1,500 or $2,000 Did you show any 
interest in saving Government expense OF doing anything when you 
permitted them to make this so-called warehouse entry, and with- 
drawal, and everything? 

Mr. Horan. We save Government expense when we can, but when 
the importers import, we accept the entry, and it goes through 

Mr. Guinange. Who pays for the service? 

Mr. Horan. The taxpaver—we pay the inspector. 

Mr. Henperson. The Federal appeals. We pay the inspector. 
The Government pays though. We pay the inspector 

Mr. Guinane. How much does that cost Mr. Henderson for this 
inspection? 

Mr. Horan. I think it costs $3 a ear. 

Mr. Henperson. That is correct. 

Mr. GuInane. So it was $3 a car for 500 cars, and an additional 
expense to bring these cars down to Minneapolis? 

Mr. Henperson. I will not answer that. The service we gave to 
the customer was worth $3 a car to us 

Mr. Guinane. So that he could defraud the Government? 

Mr. Moskovirz. I am listening, and I must protest. It is in the 
record, but the Bunge C orp. protests that the V defrauded the Govern- 
ment until that evidence is in the record. I am sorry, Senator, but ] 
must protest. I mean this with all my heart. I don’t want to obstruct 
this investigation in any way, Senator. 

Senator Tuyr. The grain entered at Duluth, and you bypassed the 
custom collector’s office, and you entered it in Minneapolis, and 
then it went from Minneapolis down to Houston, Tex., and it was then 
sent from there to Galveston for the purpose of exporting, so the ques- 
tion is in our minds, why did it have to come to Minnea polis in bond, 
why did it not go from Duluth down to Houston, Tex., as in bond, 
rather than to have to stop here and compe ‘| this office to proceed with 
an inspection, and the necessary transaction of changing the records 
and having the grain reconsigned to Houston, Tex. 1 can’t get it 
clear. 

Mr. Moskovirz. That is a matter of fact. It is a very fair question, 
and the Senator deserves an answer, but that is a far ery from sug- 
gesting, upon the basis of what has been introduced, that the Bunge 
Corp., or anybody connected with them had anything to do with 
defrauding the Government of one single cent. I want to answer the 
question the Senator asked. He deserves that. 

Mr. Henperson. That was done at the request of the customer. 
I want to point out that the custom collector just referred to, and 
which is already in the Senate record, but apparently has not been 
called to the Senator’s attention. That the custom collector had the 
authority to do this at a short time subsequent when it was first done 
in Minneapolis, and as a matter of fact offered to do it. On pages 41 
and 42 of the previous hearing of this Senate it is listed. 

Mr. Guinane. We have that testimony that he made that decision 
in evidence. 
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Mr. Mosxkovirz. I don’t know what was in the mind of the col- 
lector. I know Mr. Vosika for Hallet & Carey, and I know he quoted 
the telegram, and it is in the record, and I would like to read it in the 
record again 

Mr. Guinane. We are in Minneapolis to get firsthand information, 
and we have the deputy collector here from Duluth. 

Mr. Mosxovirz. I think in fairness to all concerned it should be 
read. It is two paragraphs long, about two-thirds of a page on this 
document. 

Senator Tuyr. You may read it. 

Mr. Mosxovirz. This is a telegram dated Duluth, Minn., April 26, 
1951: 

COMMISSIONER OF CUSTOMS, 
Washington, D. C.: 

Boatloads of frost-damaged Canadian wheat are arriving this port, from which 

representative samples taken at time of unloading and determination made that 





wheat contains more than 30 percent by weight of damaged or frosted kerne ls, 
classifiable for tariff purposes as wheat unfit for human consumption under para- 
graph 729 Large quantities this wheat being forwarded under transportation 
entries for exportation at Texas ports. In view specific provisions section 18.11 


Customs Regulations, this office has required that merchandise be described it 
transportation entries as wheat unfit for human consumption. Importers repre- 


sé that terminology “unfit for human consumption” is misunderstood by all 
who see it except those in customs and grain business, and difficulties occurred on 
arrival last shipments in Texas by reason of such description on conductor’s copy 


of car manifests. Importers desire to describe this wheat in future transporta 
tion entries by the term ‘‘wheat” only, and request permission so to do. This 
office would approve of such request provided it is limited to wheat intended 
solely for export; that the transportation entry be prepared in complete tariff 
terms, but permit the individual car manifests to describe the commodity only as 
wheat. Advice by wire collect is requested. 

SARVELA, Collector. 


Night letter. Charge: Hallet & Carey Co., Board of Trade, Duluth, Minn 


Aprit 30, 1951 
Mr. W VOSIKA, 
Traffic Manager, Hallet & Carey Co., 
2635 Grain Exchange, Minneapolis 15, Minn. 

Dear Str: There is quoted below for your information and guidance copy of 
Bureau telegram of April 27 in answer to our inquiry as to the preparation of 
transportation and exportation entries covering wheat classified by this service as 
unfit for human consumption. 

‘“‘Retel 26 wheat classifiable as unfit for human consumption entered for trans- 
portation and exportation. 

“Description must suffice to permit collector to estimate duties if necessary. 
No objection preparation individual car transportation and exportation manifests 
to show commodity as ‘Wheat.’ Relative statistics, Bureau Census advises 
schedule A detail not required for transportation and exportation entries but 
schedule T permissible, citing Census circular letter 125 of February 6, 1951. 
Notify collect applicant.” 

In view of the foregoing this office will accept entries prepared on the above 
basis. You will note that the above authority is limited to transportation and 
exportation entries only, and this office will require that immediate transporta- 
tion without appraisement entries and manifests be prepared as in the past. The 
above telegram has been charged to your local office. 

Very truly yours, 
CoLLEcTOR oF CusTOMs. 


Ce: Hallet & Carey Co., Board of Trade Building, Duluth 2, Minn. 
Senator Youna. Now, I would like to ask Mr. Kellogg a question. 
How much was the additional cost per bushel for wheat that went to 
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the gulf, the coast, by Minneapolis, rather than direct from Duluth 
to Houston? 

Mr. Keu.uioae. Just the inspection fee, Your Honor 

Senator Youna. Isn’t the freight rate higher? 

Mr. Keuuioaea. It will be stopped here and 
ports. You pay the rate from Duluth to the gulf 

Senator Youna. Is it cheaper to stop here? 

Mr. GuINnANE. Senator, while we are speaking about the customs, 
the decisions made on this, I would like to read one part of the recom- 
mendations that the committee made in its report in connection with 
that. 

Senator THyr. You may read it. However, after what we have 
discovered, it has no particular weight upon the decision made by 
the customs collector’s office here in Minneapolis, and the same 
question still is in my mind, why had it not been acted on in Duluth, 
at which time it came off the vessel to be loaded into cars I cannot 
understand why the inspection and the transaction had not been made 
there rather than to come down here and stop the grain and make the 
inspection here, and the change in the classification of the grain when 
it was reassigned to Houston, Tex. I cannot get that straight in 
my mind, and I can’t find an explanation for it. 

Now, you may go ahead and read it, but I don’t think it is of any 
great importance. It does not correct what took place. It only takes 
care of the future. 

Mr. Guinane. Mr. Horan, the only purpose of bringing those in 
transit cars, which were not unloaded, and placed in constructive ware- 
houses, was to get rid of this phrase, ‘‘unfit for human consumption’’? 

Mr. Horan. I don’t know. 

Mr. Guinane. Was there any other possible purpose? 

Mr. Horan. None that I know of. Yes, it might have been with- 
drawn for consumption in Minneapolis. 

Mr. Guinane. But they were withdrawn from here for transporta- 
tion. 

Mr. Horan. I believe they all were, all of the wheat was lodged in 
constructive warehouses. 

Mr. Guinane. How much time was involved in your men clearing 
all the papers on this 500 cars—did it involve considerable work? 

Mr. Horan. It is considerable work. 

Mr. Guinane. Do you get paid for that by the importers? 

Mr. Horan. No. 

Mr. Gurinane. That is all charged to Government time? 

Mr. Horan. That is right. 

Mr. Gurnane. And do you think you were working in the interest 
of the Government in permitting this warehousing, this entry and 
withdrawal just for the purpose of getting rid of this phrase, do you 
think you were paying any attention to Government business in 
doing that? 

Mr. Horan. We were entirely within the scope of the customs 
laws and regulations, entirely within the scope. 

Mr. Guinane. Even spending the Government’s money, just to 
permit them to do this, and there was no good reason for it? 

Mr. Horan. If that was the only reason, it appears like a waste 
of Government money, but I am not to ask why. If an importer 
asks for permission, if it is within the law, we permit it. 


vo through the gulf 
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Senator Tyr. Normally you would assume that. You would have 
the right to collect the duties, the customs duty thereon? 

Mr. Horan. No, Senators. 

Senator THyr. It seems strange that you would strike open this 
ear, and then proceed to change the name and the quality, and bill it 
out under a different name, under a different label, and get no money 
for it. 

Mr. Horan. Not “we.” We don’t get money for anything that 
moves inbound in the United States. 

Senator Tuy. You were handling somethine—-send it back out, 
but under a different technical name—it is a very strange transaction. 

Senator Youne. You made your ruling where it was possible for 
certain companies to defraud the Government. 

Mr. Horan. I don’t believe it did. 

Senator Youna. As a result, some companies did export and re- 
ceived subsidies from the Government. 

Mr. Horan. I don’t see how it can be because of the change. 

Senator Younae. If you had not made the change, it would not. 

Mr. Horan. The customs officials classification ‘Wheat, 30 percent 
or more damaged,’’ means exactly the same thing, only in more general 
term than ‘“‘Wheat, unfit for human consumption.” It may be wheat 
that is full of animal excretion. This told exactly what kind of wheat 
it was. 

Senator Young. An exporter, down there, if he was buying this 
wheat, labeled ““Wheat, unfit for human consumption,” he would 
have known better than to export it, wouldn’t he? 

Mr. Horan. I imagine people in India would be glad to get that 
wheat 

Senator Youne. Even if it was illegal? 

Mr. Horan. No. 

Senator Youne. The fact that the label was changed on this wheat 
certainly confuses the exporters. They got themselves in trouble, 
and paid money back to the Federal Government. 

Mr. Moskovirz. Anyone in customs knows that that term, 30 
percent damage, knows it is Canadian wheat, there is no such American 
grade, no such American description. 

Senator Youna. It couldn't be American—we have had years 
when we had damaged kernels, up to 40 percent. 

A Vorcr. Three, four, five, or sample grade? 

Senator Youna. As a result of damaged kernels. 

A Vorce. It is described differently. 

Senator Younc. Don’t you think it was confusing? 

Mr. Nicuouts. Not to anybody in the business. You or I, or some 
private citizen could have been fooled, but not anybody in the busi- 
ness. 

Senator Youna. If the ruling is that, there would be far less import- 
ing of wheat. 

Mr. Moskovirz. No. It only covered in bond shipments as far as 
Bunge Co. is concerned, 400,000 bushels, more or less. 

Senator Youna. What type of a hearing is this? Is everyone per- 
mitted to make statements? 

Senator Turk. Senator Young may proceed to ask the question he 
desires to have answered specifically, and if Mr. Horan is unable to 
answer that question, if somebody wishes to volunteer, Senator 
Young is willing to accept that. You have interrupted not only 


, 
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Senator Young, but you also interrupted the question that was asked 
Mr. Horan. 

Mr. Mosxovirz. I wish to apologize to the Senator 

Senator YounG. Are you an attorney for Mr. Horan? 

Mr. Mosxovirz. For the Bunge ¢ ‘orp May I ask the Senator for 
the question, because | think I missed 1 

Senator YounGc. Do you have anything to say, Senator? 

Senator Torr. May I make this inquiry—Why did you interrupt 
the Senator when he was asking the question? 

Mr. Moskovirz. I didn’t realize I was interrupting, and I apolo- 
gIZe. 

Senator YounG. You are not his counsel? 

Mr. Mosxovrrz. I certainly apologize 

Senator Youna. | think the question was, the grain arrived and 
was subjected to an inspection by the Department of Agriculture 
Why? 

[ don’t know whether or not it was. There was no reason why it 
should be. Under any circumstances I would have felt duty bound to 


follow through and vet a positive report as to vhat happened to the 


grain, because it was inbound, going across this country, and as such 


this country permitted this grain to be shipped by a Canadian, and by 
an exporter coming in here to this country, and going across the 
United States to a port where it was to be exported from, it was 
supposed to be exported as a product unfit for human consumption, 
and, therefore, you were the customs collector that was responsible to 
make certain this grain did not change from the time it entered, while 
it was inbound, until such time as you know it left the country. 

Mr. Horan. Do you mean the collector of customs at Minneapolis? 

Senator YounG. You assumed the responsibility when you per- 
mitted it to go there, to go through here, and to go back out again 
You accepted it here, and you asked for samples, and vou took it and 
put another label on it, which you were responsible for 

Mr. Horan. Senator, my answer has to be “No”. We are not 
responsible for the disposition of anything that leaves our customs 
office inbound to another collector of customs 

Senator Toye. The man who received it would certainly want to 
know what he was receiving, and it was disposed of, you did know he 
received it? 

Mr. Horan. Yes, sir. 

Senator Toyz. And you did know a telegram was going to be 
prepared? 

Mr. Horan. No. 

Senator Tuyr. You didn’t, but somebody else’s testimony will 
show you did. 

Mr. Horan. I understand that. 

Senator Toyz. And somebody else’s testimony shows you were 
going to know what type of language was on the telegram being sent. 

Mr. Horan. I was not mentioned by name in that letter, and I 
don’t know who the writer had reference to 

Senator Toyz. It was the Minneapolis customs office, and the 
Houston customs office, and the customs collectors, they never referred 
to any of you by name. 

Mr. Horan. In my 31 years I can’t recall where we had an agree- 
ment with any other collector of customs as to what type of inquiry 
or message would be sent. 
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Senator Tuyr. That is what is so strange in this entire transac- 
tion, and what happens, was that the grain was purchased cheap in 
Canada, and that grain was changed, and a very handsome profit 
could have been made, it could have been sold in certain channels, and 
for that reason it is a strange transaction, and we find ourselves trying 
to investigate, and you, yourself, as you look back over it, 1 am quite 
certain will find it is a very strange transaction. 

Mr. Horan. No, Senator. 

Senator TuHyr. You don’t. 

Mr. Horan. No. 

Senator Tuys. I am surprized. 

Mr. Horan. We were following what the Acting Commissioner of 
Customs told us, what he told us in a letter, dated July 14, 1953. 
This letter is over the signature of C. A. Emerick, Acting Commis- 
sioner of Customs. 

Senator Tuyr. Washington, D. C.? 

Mr. Horan. And it is to the Commissioner in New Orleans, the 
Commissioner sent us a copy. 

Senator Youna. Does he hold that office now. 

Mr. Horan. He is still Acting Commissioner. 

Senator Tuyr. Was that his reply to the telegram? 

Mr. Horan. That was sent to the comptroller in New Orleans. 

Senator Tuyn. Relating to this shipment? 

Mr. Horan. It is relating to the entire movement of grain. 

Senator Tuyr. What brought such a letter from the Acting 
Commissioner of Customs? 

Mr. Horan. That, Senator, I can’t say. 

Senator Tuyr. What is the date of that? 

Mr. Horan. June 24, 1953. 

Senator Tuyr. 1953? 

Well, it had no relationship to the transaction of 1950, 1951, or 
1952. 

Mr. Horan. It did. 

Senator Tuyr. Beg your pardon. 

Mr. Horan. He had reference to all these transactions, these entry 
transactions on wheat that moved in bond through the United 
States. That came along to us with the letter of the Commissioner 
of Customs, of June 24, 1953. One, two, three, almost four pages, 
all in regard to the movement of this in bond wheat, Minneapolis to 
Houston and New Orleans, as far as the Commission, in Washington, 
he knew everything absolutely in the way of the transaction from 
Minneapolis, to Houston, and it was in accordance with customs 
regulations. 

Senator Toys. Will you read it into the record? 

Mr. GuINANE (reading): 


BuREAvU OF Customs, CrrcULAR LETTER No. 2852 


Subject: Terms in which merchandise classifiable as ‘‘Wheat” or ‘‘Wheat, unfit 
for human consumption” under paragraph 729, Tariff Act of 1930, shall be 
described on all copies of consumption, warehouse, transportation, or export 
entries, warehouse withdrawals, and applications to manipulate. 

Section 10.106, Customs Regulations of 1943, added by Treasury Decision 
53249 provides for the filing of a declaration of intended use in connection with 
each entry covering wheat entered under paragraph 729, Tariff Act of 1930 
as modified, as wheat, unfit for human consumption. 
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The Bureau is of the opinion that the effective administration of section 10.106 
requires the merchandise claimed to be dutiable under paragraph 729, at 
statutory or modified rate, as ‘‘wheat, unfit for human consumpti sha 
described on all copies of consumption entries, warehouse entries, warehouse 
withdrawals, transportation entries, export entries, and applications to manipulate; 
and that wheat claimed to be dutiable as ‘“‘wheat’’ at the statutory or 1 lified 
rate under that paragraph shall be described on all copies of such documents as 
‘‘wheat.”’ 

Accordingly, the use of such descriptions as “bulk wheat, excess 30 percent 
damaged kernels, Treasury Decision 44791 (11) or ar other nonstatutory 
description shall not be accepted, notwithstanding the provisions of as 
clause of the last sentence of section 8.8 (a), Customs Re lations of 1943, as 
amended by Treasury Decision 50251, and sections 18.1 i) and 18.17 (a) of 
such regulations. ; 

Please bring this circular letter to the attention of all customhouse brokers 


and importers of wheat in your district, and arrange to have it posted conspic- 
uously in all customhouses under your jurisdiction. 


Signed) (¢ A. EMERICK, 
Acting Com? s20NE »f Customs 


Since that regulation, Mr. Horan, could you still change the entry 
coming down from Duluth, as wheat, unfit for human consumption, 
to wheat, excess 30 percent damage? 

Mr. Horan. No, sir; I wouldn’t dare. 

Mr. Guinane. The Bureau did not apparently agree with your 
interpretation. 

Mr. Horan. It did at that time. 

Mr. Guinane. They have changed it since that time? 

Mr. Horan. Yes. 

Senator Tuyr. We have the information developed in this hearing, 
and we found out ways to prevent excessive importation of wheat 
from Canada. We have learned how this thing had been manipu- 
lated, and that is why the department is now taking steps to prevent 
the abuses that we are discovering as we proceed with this investiga 
tion. 

Senator Tuyr. Mr. Barry, are you going to testify, or do you want 
to make a statement as to the general effect of these imports. 


TESTIMONY OF E. J. BARRY, REPRESENTING THE FARMERS 
UNION GRAIN TERMINAL ASSOCIATION, ST. PAUL, MINN. 


(Witness sworn. ) 

Mr. Tuy. Will you state your full name and who you represent? 

Mr. Barry. E. J. Barry, representing the Farmers Union Grain 
Terminal Association, St. Paul, Minn. 

Mr. Toye. You may proceed. 

Mr. Barry. Thank you Senator, for an opportunity to get in here. 
This will be very brief, as I have stated before, I have no information 
on the matter we have been discussing here this afternoon, but in 
representing some 50,000 farms up here in the Northwest, who own 
our organization, we have a tremendous responsibility not to let any 
opportunities go by on this issue. We have been fighting this for 
some 3 years, and it is the threat of these imports that is causing great 
concern and great trouble with our whole farming program. It just 
seems indefensible to have a situation where we have just our own 
farmers, and they have just voted by an overwhelming vote, to take 
1 20 percent reduction in order to maintain our support price. That 
amounts to 14 million bushels we are taking out of production, while, 
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at the same time, we are importing from Canada over 5 million acres 
actually, we are in this situation. We are importing Canadian acres, 
and taking our own acres out of production. We can’t maintain our 
farm program on that basis. It is distressing, of course, to know this 
wheat that comes in here for livestock feed does not always wind up 
that way. We don’t know how much is involved—that is what is 
disturbing—even in any amount it is disSurbing, it means we wind 
up with that much additional wheat. 

Milling wheat in this country, it works about this way, to bring in 
Canadian wheat, feed wheat, it is feed for livestock, but the local 
wheat in North Dakota State, or down through other States, here it 
would be feed for livestock, we have brought in 30 million bushels for 
livestock, and all of it was feed to livestock, and the carryover, at the 
end of years has increased 30 million bushels, and it is accumulating, 
and in 4 or 5 years you have 150 million, or 200 million bushels. It 
takes up storage, it does all of those things. I can’t help getting over 
onto oats and barley. They are all part of the same thing. This 
wheat that we are taking out of production, out of the wheat produc- 
tion for the Northwest, will have to go into something else, some of it 
will go into barley, and low support prices on those articles, and some 
flaxseed, which has no support price, yet, we are bringing in these 
feed grains from Canada, in an alarming amount, increasing almost 
every year. It just isn’t defensible to bring these things in and try 
to maintain the support prices that are on the Federal statutes today. 

I know the Senators, and you two in particular, have been very 
aggressive down there—I know we could get this thing amended. 
The feed wheat could, under the customs it is about as loose a thing 
as you can possibly have. I understand Congress is working toward 
amending this, to tighten it up, but in addition to tightening it up, 
the regulation has to have a quota amount of wheat that comes in 
for livestock purposes. Testimony here says that this wheat can 
come in in any amount, and that breaks over into our feed grain that 
we raise in Minnesota, and competes with corn. 

Senator Youna. He does not have to reduce the acreage. 

Mr. Barry. We reduce and import Canadian acreage. I will not 
take a great deal of time. 

Senator Tuyr. Mr. Barry, thank you. That will conclude this 
hearing for this period. We will resume at 10 o'clock tomorrow 
morning in the same room 

(Whereupon, at 5:20 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m., Friday, October 9, 1953.) 
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FRIDAY, OCTOBER 9, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 
AGRICULTURE AND Forestry, 
Washington, D. ¢ 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 416, United States Courthouse Building, Minneapolis, Minn., 
Senator Edward J. Thye of Minnesota, presiding. 

Present: Senator Thye (chairman). 

Also present: Congressman Wier. 

Senator THyr. The committee will come to order, please 

Mr. Horan has something to say. Off the record, please 

(Discussion off the record. : 

Senator Toye. On the record. Mr. Horan, will you come up and 
take the chair, please. I think you are sworn, Mr. Horan, so you may 
proceed to make your statement. 


TESTIMONY OF TIMOTHY P. HORAN, ASSISTANT COLLECTOR OF 
CUSTOMS, MINNEAPOLIS, MINN.—Resumed 


Mr. Horan. In reading the newspaper item in the Minneapolis 
Morning Tribune by John Wickland I read a portion of the paragraph 
as follows: 


Horan testified that at the request of officials of the Bunge Corp. he had changed 
the label on the wheat from ‘‘unfit for human consumption” to ‘30 percent or 
more damaged kernels.”’ 

That is an untrue statement because I nor any other customs 
officers didn’t change any label on any wheat. As a matter of fact 
the wheat was not labeled. The only change that was made was on 
the customs in bond document covering the movement of the wheat 
from Minneapolis to the gulf companies. 

The label was changed, if you call it a label, or the description was 
changed by the importers when they filed these transportation entries 
We in the customs service have no right or authority to change any 
document made out by an importer. If we don’t like them we send 
them back. We don’t make any changes whatsoever in the documents. 

Senator Turse. However, this grain came in at the port of entry, 
didn’t it? 

Mr. Horan. Yes. 

Senator THye. And it was under bond from Duluth going to a port 
city, was it not? 

Mr. Horan. In bond to Minneapolis from Duluth. 

Senator Tuyr. Yes; but its final destination was a port city? 
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Mr. Horan. We did not know that. 

Senator THyge. You did not know that? 

Mr. Horan. No. 

Senator Tuyer. If it came in here you should have collected the 
so-called duties on that grain when it arrived here? 

Mr. Horan. No, Senator, because the importer has the document 
file and entry and he can pay the duty or not pay the duties as he has 
an option when he files a warehouse entry. 

Senator Toys. From my own thoughts as I review your statements 
of yesterday, the transaction here involved grain that came from 
Duluth to Minneapolis and at Minneapolis you received it and did 
not collect any duty? 

Mr. Horan. That is true. 

Senator Toyz. Then you reassigned it under bond to Houston, or 
you didn’t designate where it was going; you reassigned it under bond 
and then the importer used his own discretion to route it to some other 
point. It strikes me as strange that you did receive it, but you didn’t 
collect any duties. 

You reassigned it under bond under a different description from that 
given it when it came from the port of entry at Duluth. 

Mr. Horan. We don’t reassign it. The importer reassigns it. 
We receive in the customhouse the evidence of his reassignment. 

Senator Tuyr. Didn’t it strike you as rather strange that the label 
should be changed in reference to the wheat when it entered here and 
when it was shipped out of here? 

Mr. Horan. No, Senator, it wasn’t strange. I don’t like the word 
“label”? because it wasn’t a factor. I don’t like that word ‘“label.”’ 

Senator Toys. As a matter of fact, it was a carload of wheat and 
the bill of lading said this is wheat from Canada and it is “unfit for 
human consumption?” 

Mr. Horan. I think the bill of lading said “bulk wheat.” 

Senator Tuyr. But the document out of Duluth said “unfit for 
human consumption.” And then out of Minneapolis the document 
said something different. 

Mr. Mosxkovirz. Senator, may I ask Mr. Horan a question, please? 

Senator Ture. Yes. 

Mr. Mosxovirz. The transaction which was just described by 
Senator Thye, was that referred to Washington and considered by 
them as to whether it was proper under the law or not? 

Mr. Horan. It was referred to Washington by the collector of 
customs at Duluth before we agreed to the change in the description 
on the document. We knew what the authority was. 

Senator Tuyr. Then Mr. Horan before you changed the wording 
on the manifest here at Minneapolis, which changed it from a reading, 
“unfit for human consumption,’’ you communicated with Washington 
to find out whether it was permissible to change the designation which 
the Duluth customs officials had given when it left there? 

Mr. Horan. No. 

Senator Toyz. I didn’t think you had. The records have not 
shown it. The fact is that you changed the description in the Minne- 
apolis office. 

Mr. Horan. That is true, but we did know it was satisfactory to 
the Bureau in Washington to describe it as just plain wheat. 
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Senator Toyz. But not when it was sent out “unfit for human 
consumption.’”’ When it went to your office you saw fit to change 
the designation. 

Mr. Moskovirz. I was referring to the subsequent reference. 

Senator Tuyr. I was referring to this specific transaction and that 
is the only one I wanted an answer on. 

Mr. Mosxkovirz. I want to ask if this entire matter was subse- 
quently reviewed by the Bureau. 

Mr. Horan. Yes, we got the whole matter reviewed. 

Mr. GuinaNneE. The Bureau has reversed themselves on the record. 

Mr. Horan. That is true. 

Mr. GuInane. It was changed in the Bureau in Washington. 

Mr. Horan. Yes. 

Mr. Guinane. And the regulations have now been changed. 

Mr. Horan. Subsequent to those regulations. 

Mr. GuiInane. Nothing more, sir. 

Senator Tuyr. If there are no further questions, we will have the 
next witness. 

Mr. Guinanzg. Mr. Vaughan, please. 

Senator Tuyr. Will Mr. Vaughan come forward and be sworn. 

(Witness sworn.) 


TESTIMONY OF DAVID C. VAUGHAN, ASSISTANT COLLECTOR OF 
CUSTOMS, DULUTH, MINN. 


Senator Tuyr. You may be seated. 

Mr. Gutnane. Will you give your full name, please? 

Mr. VaueHan. David C. Vaughan, V-a-u-g-h-a-n. 

Mr. Gurnane. What is your title, sir? 

Mr. VauGuHAN. Assistant collector of customs, Duluth, Minn. 

Senator Toyz. You may proceed with the questioning, Mr. 
Guinane. 

Mr. Gurnane. Mr. Vaughan, when did anything occur with refer- 
ence to the importation of this “unfit for human consumption” wheat 
from Canada to Duluth, Minn.? 

Mr. VauGHan. Do you want me to sort of give a history of it? 

Mr. Gurinane. That will be all right. 

Mr. VauGuan. Well. since the Tariff Act of 1930 we have handled 
lots of importations of wheat classified as ‘‘unfit for human consump- 
tion” at Duluth. On October 9, 1950, a Mr. R. J. Henderson of the 
Bunge Corp. here in Minneapolis came up to Duluth to see me. He 
said they had had a recent importation of cargo of this type of grain 
at Duluth and he said one carload of this recent cargo had been sold 
to a Minneapolis milling company for milling purposes. He wanted 
to know whether there would be any trouble due to that use for 
milling purposes. 

As I recall, Mr. Henderson told me that he had some opinion from 
some other place. He didn’t say where, at least I don’t know where 
Anyway it was that it was perfectly permissible to use this grain for 
milling purposes. 

Well, we wanted to make sure about it so I formulated this tele- 
gram to the Bureau which has been read in the record. The Bureau 
came back with their answer that it could be classified as wheat. 





256 IMPORTATION OF FEED WHEAT 


Mr. Gurnane. Will vou read the last half of the last paragraph? 

Mr. Vaucuan. The last paragraph? 

Mr. GuInane. Yes. 

Mr. VAUGHAN (reading): 

Importer now advises that one carload approximately 1,500 bushels this im- 
portation sold to Minneapclis milling concern for experimental milling purposes 
pending. In view of development that this low-grade wheat will be used in 
minor proportions with other wheat for milling purposes and is thus actually fit 
for human consumption, should importation be classified as wheav., and made 
subject to quota restrictions 

Mr. Guinane. At the time you sent in this wire what did you have 
in mind? Did you think the wheat unfit for human consumption or 
did you have contrary ideas? 

Mr. VaueHan. When the Bureau of Customs first made their rul- 
ing in T. D. 47577 we should have classified it as ‘‘wheat unfit for 
human consumption” when it contained 30 percent or more of dam- 
aged or frosted kernels by weight. They stated in a decision which 
was formulated on a basis of the decision from the Department of 
Agriculture which stated at that time that it was not commercially 
suitable or feasible to mill this low -gracde Wheat except in minor pro- 
portions. In 1938 the Bureau came out with another letter. 

Mr. Guinane. By Bureau you mean the Bureau of Customs in 
Washington; don’t you? 

Mr. Vauaaan. Restating their policy, but stating this: 

If, however, such wheat should be imported in substantial quantities, you are 
requested to obtain such information as may be available as to the intended use 
of these importations and to report to the Bureau any developments indicating 
that weed which you are now nitboriedd to admit at the rate of 10 percent ad 
valorem as Wheat unfit for human consumption is commercially suitable for the 
production of human food. 

Senator Tuyr. Mr. Vaughan, did you ever notify the customs 
officials in Washington of the volume that was coming in? 

Mr. Vaueuan. Oh, yes, yes. 

Senator Tuyr. You did? 

Mr. Vauaeuan. After we had received about a million bushels 

called it to their attention. 

Senator Tuyr. Now the other question is that, in the first carload 
of wheat you refer to here you have the words experimental which 
would indicate, and if the Bureau also indicated that there was a load 
that was going to be used for experimental purposes there would be no 
restrictions or restrictive measures when it was in the process of being 
used for such experimental purposes. 

Then it happens that carload after carload rolls off the docks. Then 
is when you notified Washington of the amount coming in here? 

Mr. VauaGHan. Yes. 

Mr. Gurnane. You have that letter and that reply, don’t you? 

Mr. Vauauan. Yes, su 

Mr. Guinang. Do you want that read in the record, sir? Or do 
you have any further questions to ask? 

Senator Tuyr. Present the letter which you wrote to Washington 
and then the reply 

Mr. Vauauan. There is a little history that should lead up to th: 
first 
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Senator THyr. Then vou may proceed with the history 

Mr. Vaucuan. May | 

Mr. Mosxovirz. Senator, may I add something at this point? 

Senator THyr. Yes; we are trving to make a good record and if you 
can clarify the record you may do so. 


TESTIMONY OF IRVING MOSKOVITZ, COUNSEL FOR BUNGE CORP., 
NEW YORK, N. Y.—Resumed 


Mr. Moskovitz I think it was overlooked by the Customs Bureat 
in Washington that it was notified that it was for experiments 
purposes, but also notified for other orders pending; so it was not just 
one carload. 

Senator Tuyr. Is that in the letter? 

Mr. VauGuan. I read that, sir. 

Mr. GuINANE (reading 


for experimental milling purposes, and other orders for mil pur} per 


Mr. Vaucuan. I might mention that this terminology used as 
experimental, that that was the terminology used by Mr. Henderson. 
Senator Tuyr. He used that terminology in Washington, did he? 

Mr. Vauauan. I framed it after he left my office. 

Senator Tuys. Was it your interpretation that other companies 
would use it for experimental purposes and would use it for mixing 
it in with other wheat for milling purposes? 

Mr. Vauauan. | couldn’t tell. But what I wanted to know was 
whether they were going to admit using it for human consumption. 

Senator Tuyr. The question was whether or not it should be 
classified as usable wheat. What was your opinion? 

Mr. Vauauan. My opinions don’t count. 

Senator THyr. What did you think about it? 

Mr. Vauauan. Personally, I didn’t think it was right. 

Senator Tuyr. That is the reason you labeled it as “unfit for 
human consumption’? when it was sent out from the port of entry? 

Mr. Vauauan. After we had the ruling from the Bureau that it 
could be milled the volume started to grow. And through the balance 
of that grain season of 1950 they hauled in this wheat until the very 
last minute. 

Well, about that time, in our office we heard rumors that they were 
not only mifling this wheat into flour, but they were mixing it with 
domestic grain and immediately the thought came to our minds that 
they might mix it with domestic grain and mix it into the wheat and 
wheat-flour exportation program. 

So I called him in and had a little talk with him. That is Theodore 
Svensson, the customhouse broker in Duluth, and told him that 
there was something funny about these importations and if I were 
you I wouldn’t handle them, I would make the importers file them 
and use their own name. 

Well, Mr. Svensson wired the Bureau and wanted to know how 
they would advise him. I will read his telegram: 

Clearing large amounts wheat excess 30 percent damag 
consumption. Please advise collect if restricted for milling 
after entry. 
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He showed me the answer he received from the Bureau on January 
19: 


tetel 17th concerning damaged wheat. Submit inquiry through collector of 


customs with request that he let Bureau have expression of his views. 


Under date of Janua.y 23, 1951, I wrote the Commissioner of 
Customs as follows: 


Mr. Theodore W. Svensson, customs broker at this port, has shown this office 
copies of the following telegrams to and from the Bureau: 
“January 17, 1951. Clearing large amounts wheat excess 30 percent damaged 





as unfit for human consumption. Please advise collect if restricted for milling 
and mixing for export after entry. 

‘Bureau reply of January 19, 1951. tetel 17th concerning damaged wheat. 
Submit inquiry through collector of customs with request that he let Bureau 
have expressions of his views.” 

The broker has reference to the Bureau’s decision cont: ined in telegram to 
this office dated October 13, 1950, with reference to the classification of Canadian 


wheat containing more than 30 percent by weight of damaged or frosted kernels 
heat unfit for human consumption following the principles of Treasury 
ion 47577 notwithstanding that it was being used for miliing purpose 

Bureau also advised in said telegram that even if so used, this type of wheat 


xempt from the current quota restrictions 














he Bureau’s ruling has become generally known to the grain trade in this 
area, and has resulted in increased importations of this type of wheat at this 
port It is believed similar importations have occurred at Portal, N. Dak 
Port Huron, Mich.; and Buffalo, N. Y. The quantities imported at this port 
during the period September 1, 1950, to this writing are as follows: 

September 1950, 62,138 bushels; October 1950, 172,014 bushels; November 
1950, 334,143 bushels; December 1950, 408,671 bushels; January 1-22, 1951, 
64,500 bushels. 

\ll of the above wheat he not been entered for consumption at this port 
La quantities are being held under generel order, and some of the wheat has 

\ 


linneapolis and Houston, T 
i ut much of this low-grade wheat is bei: 





local customs broker is aware tl , 
purposes where it may be mixed in minor proportions with good 
and that the millers have complained bitterly that this grain 
shown on customs manifests as ‘“‘wheat unfit for human consumption.” 
persons in the grain trade have advised that this low-grade wheat may 
: advantageously mixed in minor proportions with a good domestic grad 
‘nt loss of grade, and can possibly be sold for export and 





a conseqik ; 
s claimed under the wheat and wheat flour export program. 
he broker is reluctant to use | 





his term consumption bond in clearing these 
importations for consumption and has required the importer to make entry in 
their own name, furnishing their own bonds, as he fears that redeliveries might 
be demanded under his bond if a reversal of the Bureau’s decision occurred 
Apparently, he now desires the Bureau’s assurance that he is running no risk in 
clearing these importations under his own bond. 

It mav be that conditions in the domestic wheat market have*changed since 


the publication of the Bureau’s classification in Treasury Decision 47577 of 
March 13, 1935, and that a reexamination of those conditions should be made. 


The Bureau replied to that letter under the date of January 31, 
1951, and is addressed to the collector of customs, Duluth, Minn.: 


Reference is made to your letter of January 23, 1951, relative to the tariff 
status of wheat containing more than 30 percent by weight of damaged or frosted 
kernels as wheat unfit for human consumption. You advise that Mr. Theodore 
W. Svensson, a customs broker at vour port, desires confirmation of Bureau 
telegram of October 13, 1950, holding such wheat to be unfit for human consump- 
tion, because of the risk involved should a r»versal of the Bureau’s decision occur. 

At the present time there is no active reconsideration by the Bureau of its 
ruling in this matter, However, if such should occur, notice of a contemplated 
change in practice would be required to be published in the Federal Register fol- 
lowed by a change of practice notice under section 315 of the Tariff Act published 
in the weekly Treasury decisions. It would appear that this should afford the 
broker ample opportunity to safeguard his interests. 


os 
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After we received such Bureau letters the customs broker 

Senator Taye. In your own mind do you think the Bureau’s atti- 
tude displayed in the Bureau’s letters and decision was absolutely 
contrary to the act and the public law relating to the imports of grain 
and the quotas that had been granted a foreign country? 

Mr. Vaucuan. I don’t like to express my opinion or criticize the 
Bureau of Customs, but due to the volume of importations I would 
think so. 

Senator Tuyr. I won’t hesitate in saying so 

Mr. Vauauan. I think it is contrary to the spiri 

Senator Tuyr. It is more than the spirit, it is contrary to the act 
itself. 

Mr. Vauauan. As I stated before the importers continued to cleat 
these importations under their own names under their own bonds 

Now, as I mentioned in the letter they were requesting us to get 
away from the saying of that—of the term “unfit for human consump 
tion.” 

Mr. Guinane. When was that first taken up with vou? 

Mr. Vauawan. That was very early because I mentioned it—I 
don’t know the exact time schedule but I think I mentioned that 
in the letter to the Bureau on the date of January 23, 1951, and that 
continued or that pressure continued to take off those terms until Mr. 
Vosika made a trip up and called on me at the office. That was on the 
26th of April, 1951. 


Now, as I said we have handled importatior s of this type ol vheat 
and it has always been carried in our records as ‘unfit for human 
consumption” so we could readily differentiate between the two. 
Most of our importations are by vessel coming in and is unloaded at 
an elevator. We do not know what disposition is going to be made of 


the grain, so it is officially sampled at the time of being unloaded 

We received a portion of that official sampling as that makes ou 
determination of the tariff classification. So we iItimately make our 
tariff determinations at the time the grain is unloaded at Duluth, 
whether it is going to go under customs or warehouse or transported, 
because that is the best time to get our sampling and it saves us a lot 
of work later on 

Mr. Guinane. Saves you a lot of work later on in the event that 
wheat after being transported in bond iS later entered fot consumption 
at some other point 

Mr. V \UGHAN. That would be 

Mr. Henperson. May I make a statement, sir 

Senator Tuyr. Yes; you may. 


» 


TESTIMONY OF ROBERT J. HENDERSON, VICE PRESIDENT AND 
MANAGER, BUNGE CORP., MINNEAPOLIS, MINN.—-Resumed 


Mr. Henperson. That gentleman says he receives a sample and 
then he determines also that that coming und 
damaged or frosted kernels, I don’t believe that is correct. That 
determination is made 

Mr. GuinaNne. I think we are wasting time, because he didn’t say 
that. 

Senator Tuyr. The fact of the matter is, | was going to let him 
complete his statement. 


1 l ° P< 
er the basis of 30 percent 
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Mr. Henperson. The only statement I want to make is that he is 
not in position to determine whether this wheat is 30 percent damaged 

‘not. That is determined by the inspection port in Duluth. 

“Oe ‘nator Turk. I know something about this grain business because 
I happened to be in the Department of Agriculture for ms iny years and 
in the grain inspection department. 

I will say to you, sir, that while the customs officials do not go out 
and take samples, they are responsible for what is coming in and what 
type ol label is applied. They are agents of the Government and 
therefore he is speaking with the authority as working for the Govern- 
ment. 

Mr. Vaughan is right in his statement because he has a way of 
getting those samples and when the Department of Agriculture reports 
to Mr. Vaughan the kind and quality of grain, he has a means of 
getting the information. Now you may proceed. 

Mr. VauGHan. Well, as I have said, early in 1951 the customs 
broker at Duluth advised our office that his clients wanted their 
type of wheat forwarded under transportation and entry described 
as “wheat in excess of 30 percent damaged” in lieu of “unfit for 
human consumption.” 

I said we insist that this be described in the terms we have always 
used, so as to let the collector at the destination know its status. 

i believe it was about that time that Mr. Vosika of Hallet and Carey 
called and he wanted the description of this grain changed on the 
entries. Also a Mr. Jensen, Norman Jensen, called, Mr. Jensen of 
Minneapolis called long distance and asked as a favor that I permit 
these transportation and entry forms to be accepted as duty in as 
much as it was on wheat that was in excess of 30 percent damaged or 
frosted kernels. I refused that request. 

Mr. Gurinane. Will vou tell us of the conversation that took place 
between you and Mr. Jensen? 

Senator Tuyr. Just a minute. Congressman Roy Wier has just 
come in. Congressman Wier, we are glad to see you. 

Mr. Wier. Thank you, I’m glad to be here. 

Senator Tuys. I will be glad to have you come up and sit alongside 
of me. 

Mr. Wier. Thank you. That is an honor I must say. 

Senator Tuyr. You may proceed. 

Mr. VaucHan. Well, Norman Jensen called up and says: 

Davey, I have never asked you for a personal favor in my life, but I would like 
to have you take off those words, ‘unfit for human consumption” when the grain 
goes out of Duluth. I am asking that with tears in my eyes. 

Mr. Guinane. Did he say who suggested it to him? 

Mr. Vavanan. No, he didn’t. On April 26, 1951, Mr. Vosika 
made a personal visit to my office and he gave me a lot of reasons 
why they wanted to change the terminology on our customs manifests. 

Mr. Guinane. What were the reasons that you recall, Mr. Vaughan? 

Mr. Vaveuan. Well, one reason was that railway employees were 
seeing these customs manifests and they were gossiping. They were 
seeing this “unfit for human consumption” wheat, going to reputable 
firms and the consignees were complaining about it and that was the 
reason they wanted to use a different term. 

He mentioned several things but it was the only thing that I could 
see that did seem valid and that was that the railway officials or 
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employees were seeing those manifests, and there could have been 
talk. 

Now as a matter of fact, our transportation entries, either what we 
call immediate transportation or transportation and exportation, they 
are solely used as custom service The en ry portion is prepared by 
the importer and is filed with the custom service and never leaves the 
custom service. We mail it to various custom oflicers. For each ear- 
load of grain we will make out a customs manifest in three copies 

One copy is retained in our office as our record file. One copy is 
mailed to the collector at the port of destination, and there is only 
one copy of the car manifest which goes out of the hands of the custom 
service. ‘That copy is given to the bonded carrier who receipts fot 
the merchandise and it accompanies the carload to its destination 

At destination the regulations require that the carrier, the railroad 
company, promptly deliver that manifest back to the collector as 
notice of arrival of the importation. There is very little chance for 
any outsider to view these manifests except for railroad employees 
or perhaps the representatives of the treasury and the importation 
bureau as I see it. 

Senator THyr. A crew switching a car, for instance, if a car came 
in here and was switched to any one of the processors 1n the city 
here, the switching crew would have an opportunity to see it because 
they would be the last one to put the car on the trac 

Mr. VAUGHAN. Probably not at all. 

Senator Tuyr. They would not see it? 

Mr. Vaueuan. No; I doubt it very much. The customs officer 
would have it along with the waybill. 

Senator THyr. Someone in the yards here would be responsible for 
having this car switched in on the car locks? 

Mr. Vaueuan. The railroad manifest will read, “Bulk Wheat in 
Bond” but the bulk wheat term will not give any record of the 
merchandise. 

senator Tu YE. | was just trving to get the record clear so we would 
know what accompanied the car. 

Mr. VAUGHAN. Sometimes they travel in railroad envelopes. 

Mr. Gurnane. Did it ever come to your personal knowledge or 
attention that a letter of credit from a foreign purchaser might require 
an exporter at the port of exportation to furnish a photostatic copy of 
the manifest to the bank? 

Mr. VauGHan. Well, Mr. Vosika, wanted this term removed and 
I could see no harm in just using the term ‘“‘wheat’’ on car manifests 
moving under transportation and exportation entries. That is mer- 
chandise just coming into the United States and intended for export, 
so I sent a wire to the Bureau at that time. 

Senator Toye. Was that wheat that came in at Duluth and the 
importers stated that it was going to be shipped to a port for ocean 
shipment? 

Mr. VauGHAN. Yes; just moving through the United States. 

Senator Tuyg. In other words, it was just going through the United 
States and its port to be exported from was stated in the entire trans- 
action. 

Mr. Vauauan. That is right. 

Senator Toys. So you as a customs collector were considering this 
grain to be en route? 


! 


AS 
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Mr. VAUGHAN. Just passing through the United States only. 

Senator Tuyr. For exportation purposes? 

Mr. VAUGHAN. So on the following day I sent the following tele- 
cram to the Commissioner of Customs, Washington, D. C.: 


Boatloads of frost damaged Canadian wheat are arriving this port, from which 





represent ve samples taken at time of unloading and determination made that 
wheat contains more than 30 percent by weight of damaged or frosted kernels, 
classifiable for tariff purposes as wheat unfit for human consumption under para- 
graph 729 Large quantities this wheat being forwarded under transportation 
I tat it Lexas port In view specific provisio section 18.1] 
( ton Regulations, this office has required that merchandise be described 
ra ortation entries as wheat unfit r human consumptior Importers 
represent that terminology Inht tor huma consumption”’ is misunde tood by 
aie a ents 1 ot | on 1 
( ( { l I i is< ( ( n < ( S 
1 Im} 1 ies] to ¢ ribe ft eat ure tr x- 
t é i the te eat niv i re t we ! »¥ to ado 
| i ve ¢ r t provid ed to y C1 ( 1 
¢ n entr e pre red ( plet t ff 
( t the CAT ( to ce ¢ ne ce rat ( | is 
r \ ¢ \ ¢ r [ re sted 

The Bureau then answered under date of April 27, 1951, as follows 
Retel 2( eat cl ea ( r Iman co l tion entered and It 
Desc t iffice 1 I t collec r to est l s if ne i No 
ind id | ir ul 1 ] I f to OW ] A 
Relative ta Lies Bureau Cens 1G VIs¢ chedule A detail t re- 
for ‘1 nd E. entries but schedule ‘I’ permissible, citing census circular 

ter 125 of February 6, 1951. Notify collect applicant. 


Mr. GUINANI Now at that time, Mr. Vaueh mM, you thought there 
might not be any great objection to permitting that to remain on the 
transportation entries? 

Mr. Vauauan. The entries, yes 
Mr. Guinane. Have you changed your mind any after what has 
taken place with some of thes« shipm nts, 


Mr. VauacuHan. We haven’t changed our minds but the Bureau has 
issued specific instructions now, this year, that this type of grain shall 


) 


be described in the manifests as being grain “unfit for human con- 
sumption ” 

Senator Toye. That was after the first hearing? 

Mr. Vaucuan. That was on July 14. 

Mr. Nicnous. I wonder if you would ask the witness what term, 
“T. & E.”’ means? 

Senator Tuye. I don’t know either. I am glad you raised that 
question. I had the question in mind while he was reading the 
telegram 

Mr. Vauauan. A T. and E. entry is an abbreviation for what is 
termed a “transportation and exportation” entry. That is, this grain 
is being entered for transportation through the United States and 
subsequently exported. It is just moving in bond through the United 
States. 

Senator Taye. Where could the error slip in on that sort of a 
transaction? I mean where could the error enter in that they are 
allowed under bond to come in and be transported? 

Mr. Vauauan. Now the error is to what, Senator Thye? 

Senator Tart. Now would you know whether it would come in 
and stop somewhere en route at Kansas City or go to Omaha, Nebr. 
How would you know? 


» 
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Mr. VaucHan. These car manifests are made in triplicate and 


they are receipts from the railroad company tor ceiving this grain. 
We hold a copy; one goes with the car; one is mailed to the collecto 
at destination. When the merchandise is received he will have th 
certificate. He will therefore have two copies, t mailed copy and 
the railway copy, and on one he will certify that the mer vari 
has been received 

Senator THyr. In othe words t would | \ to t hy re hy 
if it stopped en route th an that is placed in that responsible posi- 
tion at some port city to which it w desig such as Houston 
or New Orleans. would need to | 
vour office that tl \ ' 

Mir. \ 1*} ( } | 
would be po le als ) 1 
] yiice 

senator LHYE, \\ il ( estate 

Vir. \ HAN. ild be pos 
ha Cl ci ¢ ruil rit = 
LION and Wareho ce 

Mr. GuIn NE. Duty would have to be 

Mr. VaucHan. Duty would have to be paid unless an in bond 
T. and E. entry were mi de. 

Senator Tuye. If vou permitted a carload of grain to move out of 
Duluth and it was designated to go to Galveston. thev could have 


changed that in the course of the transportation: 

Mr. VAUGH AN. Yes, ves, it could be diverted. 

Senator Tarr. Diverted 

Mr. VauGuan. Yes, yes. 

senator THy EK. In othe r words, you would have to be notified , 

Mr. VaucHuan. Yes, would have to be notified. 

senator THy E. Because there would be no one eise who would be 
receiving that except you vourself. 

Mr. Vaueuan. We would probably have an order that would be 
filed with the collector at intermediate ports and we would advise all 
the control officers concerned 

Senator Ture. Yes. In other words, there was no question about 
that if they wanted to send it on to Omaha, Nebr., they could have 
sent it? 

Mr. VauGHan. That would be under a T. and E. entry. 

Senator Tuy. But just under the T. and E. entry they could have 
diverted it and it could have gone to Omaha? 

Mr. Vauauan. Yes. 

Senator Tuyre. Did you have any such experience? 

Mr. Vauauan. We had, I recall, only three T. and E. entries out 
of Duluth made by Kellogg to Commodity Credit Corporation 
made to Transit Grain Co. which were diverted into customs custody 
in Minneapolis. Those were the only three that I found didn’t go 
through to the original destination in the transportation entry filed 
in Duluth. 

Senator Tuyr. It was supposed to have gone to Houston but it 
was diverted to Minneapolis? 

Mr. VauGuHan. Yes. 

Senator Toyz. You may proceed, Mr. Guinane. 
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Mr. Guinane. You had additional contacts with Mr. Vosika at 
different times on not permitting the phrase “unfit for human con- 
sumption’’ to remain on the document? 

Mr. Vauauan., I believe he called me once and then the time he 
came to my office. 

Mr. Guinane. I have just missed some of the answer, did you go 
into the extent they used it? 

Mr. VauGcuan. Well, they still insisted that the T. and E. trans- 
portation entries read ‘‘Wheat.’’ They filed some T. and E. entries 
naming “Wheat at 21 cents a bushel.’”’ So when I found that out I 
immediately ordered a rubber stamp, a rather large one, reading, 
“Wheat, unfit for human consumption,” which [ said I would stamp 
on all of the transportation manifests. 

Mr. Gurnane. You want to show us one of those? Perhaps you 
have copies of some of those entries. Perhaps you could look at 
these. 

Mr. Vauauan. I have a similar one here. 

Mr. Gurnane. The one | am looking at here is dated: 


Apr 23, 1951, transportation entry and manifest of goods subject to customs 
inspecti and permit, port of Duluth, Minn., date: April 23, 1951, entered or 
imported | Kellogg Milling Co., Duluth, Minn., to be shipped in bond via the 
Omaha Railroad, consigned to collector of customs at Houston, Tex., final foreign 
destination, Belgium Consignee: Commodity Credit Corporation, care of 
Transit Grain Co Notify Stone Forwarding Co., Houston, Tex. Foreign port 
of jadi Fort William, Canada 

Now this particular T. and E. entry shows 30,000 bushels of wheat, 


gross weight 1,800,000 pounds, at the rate of 21 cents per bushel o1 


duty of $6,300. 
LD ves that 1 
cents under the Tariff Act? 
Mr. Vauauan. That is the way they wanted it entered. 
Mr. Guinane. What was the actual cargo? 
Mr. VauGcuan. On that boat the wheat was unfit for human con- 
sumption. 
Mr. Gurnane. And it was over 30 percent damaged or frosted 


yurport to show that this is wheat that is quoted at 21 


ke rels? 

Mr. Vauenan. That is right 

Mr. Gurnanr. That document was presented to customs? 

Mr. VaAuGHAN. That is right. 

Mr. Gurnane. You have several documents with you, have you 
not? j ‘ 

Mr. VAuGHAN. Yes; covering many similar ones. 

Mr. Guinang. That meant that the importer paid 21 cents a bushel 
on that wheat then? Would you permit it to enter under these 
documents? 

Mr. VauaHan. He would not have been able to pay the duty 
because the quota was closed at that time. 

Mr. GuInaNeE. So you would not have permitted entry? 

Mr. Vauauan. I would have turned them back. 

Mr. Guinane. You would not have permitted entry of the wheat 
if it was wheat dutiable at 21 cents per bushel? 

Mr. VauauHan. It couldn’t be entered for consumption as the quota 
was closed. 

Senator THyr. The only way it could have been entered was for 
the purpose of being transported across the United States? 


ere 
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Mr. Vauauan. If it was good wheat. 

Senator Tuyr. It could be entered as desig ated to vO Out to some 
other port? 

Mr. Guinane. You took the manner in which these documents 
were made up with someone in Duluth, with Mr. Theodore W 
Svensson? 

Mr. Vauauan. Yes; I told him I wanted the transportation mani- 
fests made out in tariff terms. 

Mr. Guinane. What reason did he give for making it out other- 
wise? 

Mr. Vauauan. He said that the orders from Bunge Corp. were to 
be made out, ‘‘Wheat, 21 cents a bushel.” ; 


Mr. Gi INANI Would that constitute a false statement to the 


Government in making out these documents in that manner? 

Mr. \ AUGHAN. We l. the p op in tne I hn tr de would kno f 
a id we 1n the customs office vould LO é 

Mr. GuINANE. I notice here that these docun I f \re 


most of them? 

Mr. Vauauan. Yes; I have a similar document to the one you have 
and this one is sisned by Mr. Sassma 

Mr. GuINANI Chat is George A. Sassmat 

Mr. Vauauan. Yes 

Mr. Gurnane. Who ts he? 

Mr. Vaueuan. He is an importer in Duluth, representative of the 
Hallet & Carey Co. 

Mr. Guinane. A subsidiary of Bunge Corp 

Mr. Vauauan. I don’t know that. 

Mr. Gurnane. Of Hallet & Carey of Duluth? 

Mr. VauGuan. Yes; although he signed on behalf of the Kellogg 
Milling Co. here. 

Mr. Gutnane. Although he is of the Hallet & Carey Co. in Duluth? 

Mr. Mosxkovirz. I think it is very important to keep these names 
correct and I don’t think it is appropriate even though it is inadvertent 
to switch back and forth from one name to another. 

Mr. Guinane. If these were made by Kellogg Milling Co 

Senator Tuyr. May I make an inquiry? The copy that you are 
reading from, is that a copy of that record over there? 

Mr. VAUGHAN. I don’t believe so. Mine is T. and E. No. 5. 

Senator Tuyr. What is yours? 

Mr. Gutnane. This is No. 4. I have No. 5 here. I have Nos. 4, 
5, 6, and 7. 

Senator Turn. You do have the same copy then, the third? 

Mr. GuiInane. I am reading from the third; ves. 

Mr. VauGuan. The third, I can’t find that one. 

Mr. Mosxovirz. I know Mr. Guinane didn’t mean that, but that is 
what is in the record. I don’t want the record to be confused. 

Mr. GurInane. I will clarify that. 

Senator Tuy. Let’s clarify that, I want the record as clear as it 
is possible to get it. Therefore, I thought that if reference was made 
it could be made to the copy number. 

Mr. Guinang. On entry No. 4, | am reading from it: 

Date: April 23, 1951. Importer: Kellogg Milling Co. 

I truly declare that the statements con.ained herein are true and correct to 

the best cf my knowledge and belief. 


» 
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Entered and or withdrawn by the Kellogg Milling Co. and signed by George A. 
Sassman 

Now my question to Mr. Vaughan is, is George A. Sassman a repre- 
sentative of Kellogg Milling Co. in this instance? 

Mr. Vaucuan. Yes; he called at my office on his behalf. 

Mr. Gutnane. And he is also a representative of Hallet & Carey 
in Duluth. 

Mr. VaucuHan. I do not know that. 

Mr. Guinane. Thank you, that is all I was trying to do was to 
clear up the connection between the two concerns. 

Now, I will read No. 4, dated Aprii—correction, I mean No. 5, 
dated April 25, 1951. Do you have a copy of that transportation 
entry and manifest of goods subject to customs inspection and permit? 

Mr. Vauawan. I have the original entry. 


Mr (31 INANE, That is the Wn portation by the Kellog y Milling ( O.f 

— \ x -Id ; 

Vil VA HAN. .cS, £ GU. 

Mr. Guinang. Now, Mr. Vaughan, with reference to entry No. 5. 
that shows an importation by Kellogg Milling Co., who is shown as 
cons Ihe c 

Mir. Vauauan. The consignee is the ‘Commodity Credit Corpora- 


tio! l care ol Transit Grain (370.: notly stone Forwarding iJO.. 


Mr. Gurnane. Did you have any conversation with Mr. Sassman 


or with Mr. Svensson up there in Duluth as to the true consignee 


VAUGHAN No: I did not 
GUINANE. None whatsoever? 
Mr. \ UGHAN. No, SIT. 
Mr. Gurnane. In the first place, who was it that submitted these 


to y lid Mr. Sassman s ! these documents to you? 
Mr. VauGHaNn. I couldn’t say Either his office or Mr. Svensson 
offic 
' a r] a cal =e 
Mr. Gurnang. What does your original show as far as the descrip- 


E ; ; 
tion of the wheat is concerned? 


\ir. VauaHANn. When the entry was originally filed it read 6,000 
bushels of wheat, gross weight 360,000 pounds, the value was $10,200. 
at the rate of 21 cents per bushel, duty $1,260. 

Mr. Gurnanr. That was as originally filed? 

Mr. VAUGHAN. Yes. 

Mr. Guinane. And that would be dutiable wheat at 21 cents a 
bushel and would come within the quota limitations; subject to 
quotas, 1s that a true statement? 

Mr. Vauauan. No; it wasn’t because we had made our tariff 
determinations and we knew it was over 30 percent damaged or 
frosted. 

Mr. Guinane. This document was presented to you either by 
George A. Sassman or by Mr. Theodore Svensson, representing on 
this transaction the Kellogg Milling Co.? 

Mr. VauGHan, Yes. 

Mr. Guinane. Do you have entry No. 6 there? 

Mr. Vauauan. No. 

Mr. Gurnane. Do you have entry No. 7? 

Mr. Vaueuan. No; I just took the one, entry No. 5. 
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Mr. Gurnane. In the photostatic copy dated April 16, 1951, it 
shows an importation by the Ke lloge Milling Co., of Dul ith, consigned 
to Commodity Credit Corporation in care of Transit Grain Co The 
wheat was described as ‘‘Wheat”’ 

- ] 


weighing 600,000 pounds, valued at $10,700, and the rate was 21 cents 


and the amount was 10,000 bushels, 
crossed out and replaced with 5 percent ad valorem, and a duty of 
$2,100. It was signed by George A. Sassman 

Entry No. 7, dated April 26, 1951, shows an importation by Kellogg 
Milling Co., Duluth, Minn., in bond via Omaha Railroad, consigned 
to Commodity Credit Corporation in care ef Transit Grain Co., notify 


Stone Forwarding Co HH MUST Nh, lex COV ne ZS ,UUU 1) is} is ol 
wheat, weighing 1,680,000 pounds, value of $47,600, the rate is crossed 
out—l can’t make it out whether it was 21 cents or not. But written 


in is 5 percent ad valorem, and duty is $2,380. 

Were these later changed at your reques 

Mr. VaucHan. Our own office changed those. 

Mr. Guinan. On entry No. 5 you did have { 

Mr. VauGHaNn. Yes 

Mr. GuINANE. Who put in the words, ‘'U) 1 nan consump- 
tion’’? 


Mr. VAUGHAN. Our office did 
( ) < ; ) 
‘ 
L 


rUINAN cros S i ( 
; ; : 
cent ad valor auty is 1t 1 { S mn ol 
, 


as to whv Ln Da LLed 1 ( { 

Mr. VAUGHAN. We \[r. Svensson h S its wa 
importation to mo. forware 3s “wheat.” I th i have told of some 
of the reasons they advanced for wanting th al yf course, M 
Vosika was up and he wanted th term chance ) vhea x Ss Ol 


30 percent damage.”’ 

Mr. Guinaneg. They were willing to pay the 21 cents 

Mr. VauGHANn. No. 

Senator Tuyr. Could the document here list 
still escape paying the 21 cents? 

Mr. VauGHAN. Well, of course, this document is only the transpo1 
tation entry. No duty is paid 

Senator Torr. The reason I ask this question 1s if that wheat 
been transported and then at its destination a sample would be taken 
and that sample proved to be more than 30 percent damaged or 
frosted kernels, then it would ultimately go down to the reduced 
tariff so they would be paying the tariff at around 7 cents instead of 
21 cents. But while it was in transit it would be going through on 
this manifest here. 

Mr. VauauHan. But of course, we changed them because we knew 
that tariff classification was wrong 

Senator Toys. In other words, it was an endeavor to send it 
through under this manifest and you denied the right and you changed 
the phrase of the manifest. Had they signed and sworn to it? 

Mr. VAUGHAN. Yes; they signed and swore to it. 

Senator THyr. Who transacted the signing and notarizing of it 
Was that done in your office or is that done somewhere else and then 
brought to your office? 


cents and they 





») 
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Mr. Vauauan. It could be done in our office. In this particular 
case it was done in the Board of Trade Building in Duluth and earried 
to our office. It had been signed and notarized and brought to us. 

Senator Tuyr. Because you kne w the quota was closed or did you 
know that wheat was damage-free’ 

Mr. Vaucuan. We knew the wheat was 30 percent damaged and 
frosted kernels because we had u unloaded it a couple of days previously. 

Senator Ture. Why? 

Mr. Vauauan. It was our first boatload. 

Senator Tuyr. You had unloaded it from the vessel and it had 
gone into railroad cars? 


Mr. Vaueuan. This one, I believe 


Senator Tuyr. Normally going from a vessel into a car if it was 
being I pped In by nd, you would not take a samp! ‘ 

Mii V AUGHAD No: bu as I say, we always take a sample when the 
rain loaded at Duluth 

Senator T } Yes. vou stated that earlier 

Mr. Vave \ B ecause we never know what disposition thev are 
Ol! to make of it , 

Senator THyr. So you just take a sample whether it is being un- 
load d either irom a vessel into « ither a boxear or an elevator? 


Mr. Gurnane. In your conversation with either Mr. Sassman or 
Mr. Svensson, did they admit that they knew this wheat was unfit 
for human consumption—wheat which these documents covered? 

Mr. Vaucuan. I don’t know whether they admitted that but of 
course, they knew this wheat was wheat which we would have classified 
as unfit for human consumption. 

Mr. Gurnane. Yes; they knew that at the time of submission of 
these documents to customs service. 

Mr. VauecuHan. Oh, ves; I think I read a letter about these very 
entries. This was the first boatload of the season of 1951 on the 
steamship Starbuck. 

Mr. Gurinane. Now, Mr. Vaughan, in connection with these 
documents, do the importe rs submit to you an) other documents or 
any other | papers or invoices or what not? 

Mr. Vavenan. Well, we have various kinds of entries in the 
customs service and the type of papers to be filed would depend upon 
the type of entry which they are filing. 

In this connection, if they were going to enter and pay duty on this 
type of thing they would file what we call a customs entry. With 
that they would send the stated amount of duty due us. They 
would have to show us evidence of the right to make entry and as 
this type of wheat is subject to ad valorem duties if the amount of 
importation was over $100. It would be necessary they produce a 
certified visa. 

A certified visa is a visa which the Foreign Service certifies before 
the American consul office. 

Mr. Guinane. Do you have a sample of these visas that were 
submitted? 

Mr. Vaueuan. Oh, yes. 

Mr. Guinane. Will you read one please? 
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Mr. Vavuaeuan. This is an invoice filed in connection with dutiable 
customs entry No. 346, dated June 28, 1951, entered by Theodore W 
Svensson, Duluth, Minn., for Bunge Corp., Minneapolis, Minn. 

This invoice was called consular invoice of merchandise, invoice 
No. 38, certified July 5, 1951, at Winnepeg, Manitoba. There is 
one thing that comes up here. 

Papers filed with the Customs Service as regards importer’s business 
are usually treated as confidential 

Mr. Mosxovirz. We waive any right to object. 1 don’t know 
whether we have any or not, but we waive it 

Senator THyr. You may proceed. 

Mr. Vauauan. This is an invoice of merchandise and it is checked 
as being a purchase. They say on invoice ‘No. 5 wheat unfit for 
human consumption, for fee« ling purposes only, not to be used for 
seeding.’ 

That last phrase is rubber stamped, dated at Winnipeg. Manitoba, 
dated July 5, 1951, purchased from or agreed to be purchased from 
the Hallet & Carey, Ltd., of Winnipeg, Manitoba, by Bunge Corp., 


Minneapolis, Minn., as per order accepted April 24, 1951 To be 
shipped per steamship Walter Engster, E-n-g-s-t-e-r. [Reading:] 

Bill of lading, June 16, 1951. This sale is basis f. 0. b. Duluth, in bond, the 
price includes the following charges: 

Vessel freight, $234.36 United States vessel freight, $4.88 Canadian insur- 
ance, $8.35. United States supervision, $1.36. Canadian consular invoice, 
$2.50. 

This covers 3,500 bushels 30 pounds of 5 wheat Underneath that lescription 
appears a rubber stamp of ‘Unfit for human consumpt for feeding purposes 
only, not to be used for seeding.”’ 

The price unit per bushel is $1.81. The total invoice $7,068.96, United States 
funds. The current price per unit $1.91, per bushel, basis f. 0. b. in Fort William, 


Canada, Canadian funds. 

They also have a notation “Brought into Canada.’ That is about 
all there is to it. 

Mr. Gutnane. Who places that stamp, “For feeding purposes only” 
on it? 

Mr. Vaueuan. The or ign shipper prepares these certified invoices 
and takes them to the American consul for certification. 

Mr. Guinange. Who presents these documents for importation? 

Mr. VauGcuan. The importers or their customshouse brokers. 

Mr. Guinane. Approximately how many documents do you have 
that contain that statement ‘Unfit for human consumption, for feed- 
ing purposes only.” 

Mr. VaucHan. We have on file at the port of Duluth, consular 
invoices covering this Canadian wheat for approximately 3,760,650 
bushels, to be imported. All of those invoices have notations on 
them and some of them as many as three places reading “Unfit for 
human consumption, for feeding purposes only, not to be used for 
seeding.’’ And all these invoices have been sworn that they are true 
and correct statements before the American consular office in 
Canada. 

Mr. Gurnane. All of those documents are submitted to you by the 
importer or their representatives in connection with the clearing of 
this wheat? 
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Mr. Vaucuan. When it is entered for consumption. 

Mr. Guinanr. Do you have any questions, sir? 

Senator Tuyr. I have none. 

_Mr. Gurnane. Do you have anything additional that you care to 
give us? 

Mr. Vauauan. I can’t think of anything else right off hand. 

Senator Tuyre. Does anyone have any further questions of this 
witness? 

Mr. Mosxovirz. I would like to ask a question. 

Senator THyr. Indeed you may 

Mr. Moskovirz. Do you have a list of the importers, Mr. Vaughan, 
that imported this grain classified as unfit? 

Mr. Vauenan. I think I made a list during the period of Septem- 
ber 1951 to December L951. 

Mr. Mosxovirz. That is the period we are interested in. Would 
you mind reading a list of those names? 

Mr. Vauauan. I am not—I wonder if vou mean the importers? 
Do you mean the importers who have paid duties, just who have 
paid duties? 

Mr. Mosxovirz. Yes. 

Mr. Vauauan. No, | do not have that permission. Besides, I do 
not have that form with me. 

Senator Ture. It will be supplied for the record. Will you tell us 
why you are seeking this inioreetioa, Mr. Moskovitz? Is it because 


vou want to show who all the other importers are who have imported 
erain that came through the port of entry at Duluth? 

Mr. Mosxkovirz. Senator, [ just want to make it clear that there 
has been mention made of some 60 million bushels. Senator, we had 
no connection with 60 million bushels, or one-tenth of that amount. 
| just want to make it clear so it won’t be a misunderstanding. fur- 
thermore, this is not an admission of the Bunge Corp. of which I am 
concerned. 

Senator Tuyr. The record that was made yesterday, that showed 
the number of bushels that came in under the Bunge Corp., the 
Kellogg Milling Co., and other companies , 80 there can’t be any ques- 


tion about that. But I do not think the record will be too much of 
a volume even if the other form were inserted. I have no objection 


to its being sup plie .d and made a part of the record. So far as Bunge 
Corp. is concerned the amount is about 5% million bushels, and Kellogg 
Mifine shoul 2 million bushels 

Mr. Mosxovirz. Again, so the record isn’t confused, so the record 
won't be confused. I am not interested in the Kellogg Milling Co. 
and its share of some 2 million bushels. I am interested in the Bunge 
Corp. 

Senator Tuyr. Yes, but Mr. Kelloge has been identified as an officer 
of the Bunge Corp. So as far as I am concerned it is hard to separate 
the two. 

Mr. Mosxovirz. That is why I am concerned and I think they 
should be kept separate and clear 

Mr. Gutwaneg. I would like to keep it clear but the Department of 


\criculture shows that they are inseparable and that is the only way 
we can talk about it. 
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Senator Tyr. Is that the only question that you would care to 
ask, Mr. Moskovitz? 

Mr. Mosxovirz. There are a couple of other questions I would like 
to clear up on ge neral practice. This T. and E. entry that you 
defined that only applies in in-bond shipments? You would 
that form of entry for merchandise which has had the duty paid on 


it, would you? 

Mr. VaucHan. No, sir. 

Mr. Most ovitz. This change of destinatior ynhy applies to the 
T. and E. entry? 

Mr. VAUGHAN. Yes. 

Mr. Moskovitz. That means it applies onl { -bond sl mel F 

Mr. Vaucuan. That is righ 1 

Mr. Moskovirz. What is an in-bond shipment Can you ship 
American grain in bond? 

Mr. Vaucuan. No, but it might be po I It micht 
f they were—it might be possible 

Mr. Mosxovirz. How would it? 








l 


Senator Tuyr. I don’t know how it would be possible, bi 
American rain would not be sul | to Vv Aare \ I mn cram 
would not be subject to quota, therefore American grain could not go 


in bond in my humble opinion. It could not go in bond because thet 
was no reason for you to bond it unless it involved an unpaid obligation 

Mr. V AUGHAN. Sometimes we have \y lerican me han lise vbnich 
they are exporting as a drawback with an alcohol tax on it. Some- 
times they will move it in bond. 

Senator Toys. That is what I meant by in unpa ob 

Mr. VauGHAN. Yes 

Senator Torr. But the fact that struck me in the entire transaction 
was when the grain came in from the port of entry in bon 
description was changed, and then it was going on in bond 
That is the thing that struck me, and it hasn’t been « 
mind. 

Mr. Nicnouis. Maybe this gentleman can clear it up 

Senator Toye. Maybe he can, but 1 don’t think so. 

Mr. Mossovirz. When you say in bond, it doesn’t involve any kind 
of drawback that you know of? 

Mr. Vaueuan. Not that I know of 

Mr. Mosxovirz. So the use of the word or term in bond just means 
that they are bonded to make certain that the grain is to trans- 
vorted across the continent to an outgoing pr 

Mr. Mosxovirz. Maybe [ didn’t make mysell clear. 

Senator Taye. I am just letting you make it clear. 

Mr. Mosxovirz. When the grain is shipped in bond it is customs 
satisfied ? 

Mr. VAUGHAN. Yes. 

Mr. Mosxovitrz. When it is shipped in bond it can only be Canadian 
or foreign grain that is shipped in bond? 


Mr. Vauanan. In grain, probably, ves. 
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Mr. Mosxovirz. One other thought or question, when you wrote 
these letters to the Bureau did you consider that you had fully 
informed them of the situation as it actually existed? 

Mr. VauGuan. Yes. 

Mr. Guinane. Mr. Vaughan, on the question of this in-bond 
business, do you understand that after this grain was consigned to 
Commodity Credit Corporation in care of Transit Grain Co., did you 
ever receive notice that a considerable quantity of that arriving at 
Houston, Tex., had been withdrawn and classified as “wheat unfit 
for human consumption” and 5-percent duty paid on it? 

Mr. VauGHAN. We have no knowledge as to that. Naturally our 
certificate of delivery is from the shipper to the point of destination 
and is delivered into customs custody at this port. 

Senator Tuyr. Any other questions? 

Mr. VauGcHan. Was there some document you wanted me _ to 
compile? 

Senator Tuyr. I can’t see the need of it to be perfectly frank, 
We know what came in. 

Mr. Mosxovirz. I think you read those letters of the total into 
the record; did you not? 

Mr. VauGHaN. Yes. 

Mr. Mosxovirz. | can’t see any point of repeating them again. 

Senator Toys. I can’t see that it would be of any help, either. 

Mr. Guinane. I do think it would be helpful if we had one sample 
of this consular invoice of merchandise. 

Senator Tuyr. Yes, this document should be made a part of the 
record. 

Mr. VauGHAN. Supposing I give you one of the triplicate copies 
[ can’t surrender any of these others because they have the stamp 
and seal of certification on them. This one is typed in. 

Senator Tuyer. It is typed in ‘unfit for human consumption’’? 

Mr. Vauauan. Yes, ‘Unfit for human consumption, for feeding 
purposes only, not to be used for seeding,’’ has been typed in. 

Mr. Guinane. If possible we would like to have it for the record. 

Mr. Vauauan. You may have it. 

(The matter referred to is as follows:) 
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Senator Toye. That will be all. Thank you, Mr. Vaughan. 

Witness excused. 

Senator Tuyr. We will now call Mr. Svensson, Mr. Theodore W. 
Svensson, 


TESTIMONY OF THEODORE W. SVENSSON, DULUTH, MINN, 


Senator Tuyi Are vou Mii ‘I heodore \W Svensson? 


tor Tuyr. We will swear vou in, Mr. Svensson 
Witness “worn 
Senator Taye. Will you state vour full name, please? 

F SVENSSON Mr Theodore \. Svensson, 5-V-e@-nN-S-s-0 


Senator Tuyr. What is your title? 
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Mr. Svensson. I am a customhouse broke 

Senator Toye. You may proceed 

Mr. GuINANE. Mr. Svensson, you are a lic sed customhouse 
broker, are you? 

Mr. SvENssSoN. Yes, sit 

Mr. GuINAN! You are located at Duluth 

Mr. Svensson. That is richt 

Mr. GUINANE. During the period of 1950 91. and 1952. vou 
handled considerable business for the ox 

Mr. Svensson. Yes, s 

Mr. GuINANE. Did you also handl business for t] cello NI 
es 

Mr. Svensson. Yes. 

Mr. GUINANE. Also for the Hallet te Car ("o ) \linneapo gs? 

Mir. SVENSSON, You ai'e alkineg about i iit to human 


consumption? 


Mr. GuINnANE. Yes. 

Mr. Svensson. I don’t recall that I did for Hallet & Car 

Mir. GuInane. It was just for Bunge Cory Kellogg M Lo? 

Mr. SVENSSON Yes 

Mr. Guinane. Do vou recall when tl first contact was mad 
hy you on behalf of the Bunge Corp. or Kellos NI in rd to 
this wheat unfit for human consumption from ¢ 


Mr. SvENSSON. Well, my first entry was October 2, 1950 

Mr. GUINANE. 1950? 

Mir. Svensson. Or it would be a few weeks preceeding that 

Mr. GuInANE. What conversation took place at that time 

Mr. Svensson. The first gentleman I saw was Mr. Robert Hender-: 
son 

Mr. GuINANE. ) 
dent? 

Mr. Svensson. I don’t know his capacity or his title, but he was 
with the Bunge concern 

Mr. Guinane. Of Minneapolis? 

Mr. SVENSSON. Yes. He came to my office As I reeall, he had a 
copy of T. D. 47577, that is the Treasury decision, at which time hi 
informed me that he thought it would be feasible to enter this as 
Canadian No. 5 Feed Wheat, instead of under the classification of 
wheat unfit for human consumption, at 5 percent ad valorem. That is 
all the conversation amounted to. 

Mr. Guinane. Did he tell you he was going to use it for feed wheat 
or for milling purposes? 

Mr. Sy ENSSON. He made ho indication as LO the use ot the wheat 

Mr. Gutnane. Did you know before that, that you could bring 
this wheat in that was unfit for human consumption at 5 percent ad 
valorem? 

Mr. SVENSSON. No, sir: I never knew that. 

Mr. Gurnane. Then he asked you to handle those business papers 
and prepare those documents? 

Mr. SVENSSON Yes. 

Mr. Gurnane. Did he ask you anything e 

Mr. Svensson. No; that was the end of the conversation. 

Mr. Guinane. When were you next contacted by anyone from 
either of these companies? 


vs Henderson, who was then assistant vice presi- 


] 9 
ise 
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Mr. Svensson. Well, at the arrival of this first boatload. 

Mr. Gurnane. That was on October 2? 

Mr. Svensson. Yes. 

Mr. GuInaNE. 1950? 

Mr. Svensson. Yes; 1950. 

Mr. Guinane. Then what took place? 

Mr. Svensson. Then we were contacted by Minneapolis here and 
asked if we would prepare the entries? 

Mr. Guinane. Who talked to you from Minneapolis? 

Mr. Svensson. It was Mr. Vosika. 

Mr. Guinane. Who is Mr. Vosika? 

Mr. Svensson. He is traffic manager for Hallet & Carey. 

Mr. Guinang. When he asked you to handle the documents, was 
this the first shipment for the Bunge Corp. or was it the first ship- 
ment for Kellogg Milling or both? 

Mr. Svensson. The first entry I have in mind was for Bunge Corp. 
He said at the time that Mr. Sassman, of the Mallet & Carey Co., 
their manager, I believe, he said that he would act as agent for both 
Bunge Corp. and Kellogg Milling. He said that he could sign the 
entries for them. 

Mr. Guinane. And you made out the entries to cover this wheat, 
did you? 

Mr. Svensson. Yes, sir. 

Mr. Gurnane. How did you describe it on the document you 
prepared? 

Mr. Svensson. As “wheat unfit for human consumption.” 

Mr. Guinane. Did you prepare the documents—I want to show 
you entries Nos. 4, 5, 6, and 7, of the importation of Kellogg Milling 
Co. 1 will ask you to look them over and see if you had anything to 
do with preparing those documents? 

Mr. Svensson. Yes, sir; these entries were prepared by myself. 

Mr. Mosxkovirz. | am sorry, I didn’t hear that. 

Mr. Svensson. Yes, sir; these entries were prepared by myself. 

Mr. Guinane. Under whose instructions? 

Mr. Svensson. Under Mr. Vosika’s instructions. 

Mr. Guinange. What conversation took place between you and Mr. 
Vosika at that time? 

Mr. Svensson. As I recall he told me that the steamship Starbuck 
on April 21, 1951, that this boat was coming in as “wheat,” and I was 
to prepare a T. and E. entry as ‘“Wheat.”’ 

Mr. Gurnane. Did you know the boat was coming in with good 
wheat? 

Mr. Svensson. No, sir. 

Mr. Gurinane. Did you know it was wheat “unfit for human con- 
sumption’’? 

Mr. Svensson. I suspected it; yes. 

Mr. Gurnane. Did you ask him why he wanted you to prepare the 
document in that manner? 

Mr. Svensson. Yes. He said they were having trouble with the 
manifests down in the Southwest and the people thought the wheat 
would be unedible or something to that effect. That is, of the wheat 
coming into that territory. 

Mr. GuinaNne. So he wanted to have you make it out in this 
manner, so it would not show “unfit for human consumption”’; is that 
right? 
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Mr. Svensson. Yes; that is right. 

Mr. Gurnane. That was why Mr. Vesika talked to you? 

Mr. Svensson. That is right. 

Mr. Gurinane. Did you talk to any other officials as to how you 
would make these documents out? 

Mr. Svensson. Yes. 

Mr. GurInaneE. | notice these documents were signed by George 
A. Sassman? 

Mr. Svensson. Yes; I could have just as easily have signed them 
myself in place of George Sassman. At the time it was set up I was 
informed that George was to act as agent for both of them 

Mr. GuiInane. You prepared the documents? 

Mr. SvENsson. Yes, sir. 

Mr. GuInane. You prepared the documents and you took them 
up to Sassman for his signature? 

Mr. Svensson. That is right 

Mr. Gurnane. Did you have a conversation with Mr. Sassman 
prior to the time of the signing of these docui ts? 

Mr. Svensson. No. 

Mr. Gurnane. Did Mr. Sassman know these documents were for 
wheat unfit for human consumption and not good wheat 

Mr. Svensson. I don’t believe he did 

Mr. Guinane. He signed the documents and you presented them 
to customs at Duluth? 

Mr. Svensson. That is right. 

Mr. Guinane. You presented them to Mr. Vaughan? 

Mr. Svensson. That is right. 

Mr. Guinane. You had a conversation th Mr. Vaughan at that 
time? 

Mr. Svensson. Yes, sir. 

Mr. Guinane. What did he tell you? 

Mr. Svensson. He told me that if I presented the entries as wheat 
described as ‘‘wheat’’ he would take a rubber stamp 3 inches high 
and stamp it as ‘Wheat unfit for human consumption.” 

Mr. Guinane. When you presented these documents, how many 
documents were there all together, do you recall? 

Mr. Svensson. I think we prepared the entries in three as the 
transportation entries are made out in triplicate. They match up 
to the gross total shown on the entry. 

Mr. Guinane. When you made these documents out and described 
the wheat and knew that it was a document covering wheat that was 
unfit for human consumption, you knew that those statements made 
in those documents were false? 

Mr. Svensson. A boatload of wheat could be brought in and passed 
through the country. It would be a logical thing for a boatload of 
wheat 

Mr. Gurinane. Aren’t you under bond as a customs broker to 
comply with the regulations of the Bureau of Customs? 

Mr. Svensson. To the best of my knowledge and ability. 

Mr. Guinane. Yes. Will you read this? 

Mr. Svensson (reading): 

I truly declare that the statements contained herein are true and correct to 
the best of my knowledge and belief. 


(The document is as follows:) 
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Mr. Guinanr. When you presented them to customs you knew 
those were not true statements? 

Mr OVENSSON., | suspected it 

Mr. Gurnanr. You og nted i it under instructions of Mr.Vosika? 

Mr. Svensson. Yes, si 


Mr. GuINANE. 
Mr. Svensson. Yes, 
Mr. Guinanr. You caiauanil that this wheat was to be used for 

other than feeding purposes? 

Mr. Svensson. I had no knowledge of what the use of the wheat 
was. 


Repre positing at that time the Kellogg Milling C 


Sl 
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Mr. GQGUINANE. Did someone later inf rm you that the wheat was 
being diverted to other than feeding purposes? 

Mr. Svensson. At a later time | had heard it was being mixed for 
milling purposes. 

Mr. Guinaneg. When did you hear that? 

Mr. Svensson. I don’t res all offhand, it was at a later date. It 
would be in the record and the date could be verified, because at the 
time I heard it it was reported to the customs offic I believe Mr. 
Vaug ‘han wrote a letter on it to the Bu l 

Mr. Guinane. You don’t know who told you tha 

Mr. Svensson. No: I don’t recall offhand 


Mr. Gurnang. What was your usual commission for handl h 
documents? 

Mr. Svensson. We made $25 per entry o1 ‘rain boatload 

Mr. Guinane. You handled a large number of entries for them, did 
Vou not? 
~ Mr. nsson. Yes. 

Mr. GvuINANE. Did they pay yo n ad yal commission then? 

Mr. Svensson. No, si 

Mr. Guinane. They did 

Mr. SVENSSON. No, sl 

Mr. GuInNANE. That is all I ha Do ve a al Senat 
Thye? 

Senator Tuyr. No; I don’t believe so. You may 
Mr. Svensson, and thank you very much 

Witness excused 

Senator Tuyr. Mr. Vosika will be next. I bel ou have | 
worh 


TESTIMONY OF WALTER J. VOSIKA, GENERA f 
HALLET & CAREY CO., MINNEAPOLIS, MINN.—Resumed 


Mr. Guinane. Mr. Vosika, when did you first have a d Is 
with anvone concerning the importation « 
consumption into the Unit States 

Mr. VostKa. The qu stion came up I thi mm our own peop rst 
and then shortiv after that I consulted the cu ms O1lciais 


in September or October, 1950. 

Mr. Guinane. ‘By our own people,” whom d 1 mean? 

Mr. Vosixa. Mr. Senator, let me straighten out this portion for the 
record. 

Mr. GuInaNne. I believ: 

Senator THysr. I think it best that you answer the questions 
directly. You answer the questions and lt you have not cleared the 
record we will fIVe you an opportu nitv to do so later 

Mr. Vosrtka. Will you repeat the question, please? 

Mr. Gurnane. With whom did you have these discussions? 

Mr. Vositxa. Mr. Henderson and Mr. Kellogg. 

Mr. Guinane. Mr. Kelloge was vice president in charge? 

Mr. Vostxa. He was vice president of Bunge Corp. 

Mr. Guinane. Also senior partner of Kellogg Milling Co 

Mr. Vosrka. On his own statement, ves. Also he was president 
of the Hallet & Carey Co. and he is my boss. 








280 IMPORTATION OF FEED WHEAT 


Mr. Gutnane. Mr. Kellogg was your immediate boss? 

Mr. Vosrxa. He was my boss. 

Mr. Gurnane. And Mr. Henderson was vice president? 

Mr. Vosrxa. He was not at that time. 

Mr. Gurnane. He was an assistant to Mr. Kellogg at that time? 


Mr. Vosrxa. He was a salesman as far as I know. However, |] 
don’t know the exact title of all of these people. 
Mr. Gurnane. As near as you recall when was your first conversa- 


tion about this wheat? 
Mr. Vostxa. The first conversation on the question as to whether 
or not we could bring in wheat? 
Mr. Guinane. Bringing in wheat. Did you bring in any’ 
Mr. Vosrxa. I would say, ‘“‘Yes’’. 
Mr. Gurnane. What was the topic of conversation? 
Mr. Vosrxa. What took place? 


) 


Mr. GUINANI Bei question was as to the importation of wheat. 

Mr. VosrKa. sli ill the situation, there was a quota of 795,000 
bushels in cena ai and the quota was filled 

Mr. GuInANE. You checked with someone to see if the quota was 


filled? 

Mr. Vostxa. I understand that the quota 1s filled on May l each 
year. 

Mr. Guinane. Yes. It is your understanding that the 795,000 
bushels are taken up on the first day almost? 

Mr. Vosrxa. I understood that from a letter I had at one time 
from the Commissioner in Washington. 

Mr. Guinange. Then what occured in this conversation; did you 
tell the officers that the quota was filled? 

Mr. Vosrxa. Yes. 

Mr. Gutnane. As far as the 795,000 bushels were concerned? 

Mr. Vosrxa. Yes. 

Mr. Guinane. And there was some discussion about wheat unfit 
for human consumption? 

Mr. Vostxa. No; they asked if they could bring in wheat that had 
30-percent damaged or frosted kernels, which we understood was 
No. 5 and No. 6 wheat in Canada, and I| told them, ‘‘Yes’’ 

Mr. Guinane. You told them how they could bring it in? 

Mr. Vosrka. I told them they could bring it in. 

Mr. Gurnane. Did they ask you whether that could be used for 
milling purposes? 

Mr. Vosixa. I don’t believe they did at that particular time, but 
it came up very shortly and I had understood that at all times that a 
certain portion of this Canadian wheat was imported over a period 
of years and was being used for milling purposes, and I believed that 
it was so stated and was permissible. 

Mr. Guinane. It was permissible? 

Mr. Vosrxa. That is correct. 

Mr. Guinane. What did Mr. Kellogg say about that? 

Mr. Vosrxa. I do not recall what they said but I am a transportation 
man and I neither buy nor sell grain. The mere fact that the record 
shows me as an attorney, I use that only in my transportation business. 
This customs is a side line and the legal decisions are made by New 
York and that is the reason we have this New York representation. 
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Mr. Gurnane. Was that question taken up with the New York 
office then? 

Mr. VosiKa. I had no connection with the New York office 

Mr. Guinane. Did Mr. Kellogg or Mr. Henderson tell you they 
took it up with the New York office? . 

Mr. Vosika. | don’t believe he did. 

Mr. Guinane. The testimony indicates that he did. But you 
don’t know or recall that he did? 

Mr. Vosixa. I don’t know. 

Mr. GuINANE. You never talk to anyone in New York yourself? 

Mr. Vostxa. No, si 

Mr. GUINANE. What did the tell you to do about this whea ; 

Mr. Vosixa. They didn’t te il me anything 

Mr. Gurtnang. What did you do afterwards 

Mr. Vosika. They started bringing it in 


Mr. Guinange. What connection did you have with i 

Mr. Vosixa. I told the customs broker in Duluth to take charge 
of these shipments. 

Mr. Gurnanr. Who was that? 

Mr. Vosixa. Mr. Svensson 

Mr. Gurnane. Did you tell him how to make out these papers o1 
did he know how to do it? 

Mr. Vostxa. I assumed he knew more about it than I did 

Mr. Gurnane. When did you make your first visit to Duluth after 
this wheat began coming in? 

Mr. Vosika. There is a record that I went up on October 26, 1951 
I do not remember whether I went there prior to that time or not 

Mr. Guinane. Then you talked to the assistant collector, Mr 
Vaughan? 

Mr. Vostxa. That is correct. 

Mr. Guinane. What was the purpose of that visit to Mr. Vaughan? 

Mr. Vostka. The purpose was to ask Mr. Vaughan if we couldn’t 
use the terminology ‘“‘wheat’’ on the shipments of wheat on the part 
of the importations on a bonded destination 

Mr. Guinane. Why did you ask him that? 

Mr. Vosika. Originally the question did not come up because we 
shipped bonded grain from Duluth to Minneapolis and my trip was 
for the spec ific purpose of a request that was made by a customer 

Mr. Guinane. Who was that customer? 

Mr. Vosrka. Transit Grain. 

Mr. Guinane. Transit Grain Corp.? 

Mr. Vosrka. That is correct. 

Mr. Guinane. Is that the same grain company that was recently 
indicted in Houston, Tex.? 

Mr. Vosixa. The only knowledge I have is what I heard here 
today. 

Mr. Guinane. Is that the only firm that asked you? 

Mr. Vosrxa. They were the only customer that we shipped bonded 
grain to. 

Mr. Guinane. Is that what you told agricultural agents when 
they first discussed this with you? 

Mr. Vosika. I presume so. I have been contacted by a large 
number of people and I answered all their questions as I understood 
them at the time. 
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Mr. Guinane. Didn’t you tell them that a large number of the 
customers made this request? 

Mr. VostKka. I have never said anything about a large number of 
customers. There was only one customer. 

Mr. Guinane. Is that what you told the agricultural agents first? 

Mr. Vosrka. I could not have told them there was a large number 
because there was only one. And that was the only one that we 
shipped bonded grain to and that was the only one to make this 
request. 

Mr. Guinane. What was your discussion with Mr. Vaughan? 

Mr. Vostxa. Mr. Vaughan has testified to that and he won’t agree 
that we have any right to move wheat to Duluth or rather from Duluth 
to the Gulf in the simple term of ‘‘wheat.”’ 

Mr. Gurnann. Who talked to you from Transit Grain Co. concern- 
ing the de scription of thi at grain? 

Mr. Vosrxa. The only man that mentioned it to me was a man by 
the name of Mr. Scott. 

Mr. Guinane. Julian Scott? 

\ir. Vosixa. Yes. The question came to me through Mr. Kellogg 
I think, because Julian Scott spoke to them first about it. 

Mr. Guinane. Spoke to Kellogg or Henderson? 

Mr. Vosrka. To either one or both, [ could not tell you which. 

Mr. Guinane. They talked to him? 

Mr. Vostka. The vy merely referred it to me and asked me if there 
was anything I could do abou t it 

Mr. Gurnane. What reason did Mr. Kellogg or Mr. Henderson 
give you for deleting that phrase? 

Mr. Vostxa. The only reason they gave me was the fact that 
apparently Mr. Scott told them that a certain amount of publicity 
had occurred in this connection because of the terminology ‘unfit for 
human consumption” was on the car manifests which passed through 
the hands of the various railroad employees at the destination and 
these people appare ntly talked and said that wheat was being shipped 
in that wasn’t suitable for human consumption. 

Mr. Guinane. That is they couldn’t sell it for human consump- 
tion? 

Mr. Vosrxa. I didn’t understand that at all. 

Mr. Gurnane. What was it that they couldn’t sell, the wheat 
termed “unfit for human consumption or for livestock feed’’? 

Mr. Vosixa. I wouldn’t know anything about the business of the 
Transit Grain Co. 

Mr. Guinane. What did Mr. Kellogg tell you? 

Mr. Vostxa. He didn’t tell me anything. 

Mr. Guinane. What were they using that wheat for? 

Mr. Vostka. He didn’t tell me. 

Mr. Gurnane. Why did you think they wanted to delete the 
phrase? 

Mr. Vosika. The request came from Mr. Scott of Transit Grain 
Co. and Mr. Henderson and Mr. Kellogg were only intermediary 
partners and he at one time also repeated that in a letter or te legram. 

Mr. Gurinane. You just carried out their instructions to you? 

Mr. VostKka. I carried out the instructions because I found out it 
was permissible. 
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Mr. GuINANE. Now after that first sh pment, Mr Vauchar told 
you that phrase could not be deleted? 

Mr. Vosixa. He told me that he also would not delete it 

Mr. GuinNANE. In other words it was his opinion? 

Mr. Vosrka. Yes. 

Mr. GuUINANE. What did you do then, se¢ Mr. Horan? 

Mr. Vostka. No, | did not. 


Mr. Guinane. Mr. Vaughan wired Washi 

Mr. Vostka. Yes. 

Mr. GUINANE. But vou 1 permission i \I H ran here in 
Minneapolis to enter it here? 

Mr. Vostxa. That was sometime lat 

\ir. GuInane. That was before Mr. Va 0 h per- 
mission to delete that pl wa 

Mr. Vostka. No, sir; it was la 

Mr. Guinange. You had you nversatior h M n con- 
cernin he deietion ol th hras 

Mr VOSIKA | did that somet aiter mM th \ \ 

Mr. G INANE. ! \ 1 ao ‘ I ) ¥\ | 
had notified him that they could delete tl 

Mr. V OSIK \. The Bur Lu J Wa nineto Lv S pe nission to 
delete the | hrase. 

Mr. GuINANE. Long before that didn’t ( h e a ( \ ation 


with Mr. Horan? 

Mr. Vostxa. No, sir. 

Mr. Guinang. Who did? 

Mr. Vosrka. Nobody did. 

Mr. Guinane. Didn’t you? 

Mr. Vosrxa. No. 

Mr. Guinang. Why did you divert the cars from Duluth to 
Minneapolis? 

Mr. Vostka. Divert them? 

Mr. GutnangE. From Duluth to Minneapolis, in order to help 
remove the description? 

Mr. V OSIKA. No. 

Mr. GuInane. It costs something additional doesn’t it? 

Mr. Vostxa. About $2 additional. 

Mr. Guinane. Is that the inspection fee payable to the Department 
of Agriculture and the fee payable to the customs broker? 

Mr. Vosixa. Yes. 

Mr. Gutnane. About what would the total be? 

Mr. Vostka. Maybe $5 or $6 a car. 

Mr. Guinane. How many cars came through Minneapolis that 
way? 

Mr. Vosrka. Well, from your own testimony there must be 500. 
I didn’t add them up but that would be substantially correct | am 
sure. 

Mr. GuinaneE. Did Mr. Svensson handle most of this business at 
Duluth for you? 

Mr. Vosika. He handled all of it. 

Mr. Guinane. What part did Mr. Sassman have in it? 

Mr. Vosrxa. Mr. Sassman merely took instructions from myself. 

Mr. Gurinane. I would like to show you the entries No. 4, 5, and 
6, and 7, transportation manifests that the Kellogg Milling Co. pre- 


> 
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sented. I will ask you to look at them and ask you if you recall seeing 
them before? 

Mr. Vosrxa. That is correct, I have copies of these. 

Mr. Gurnane. Who made those out? 

Mr. Vosrxa. To the best of my knowledge they were made out by 
Mr. Svensson, the customs broker officer in Duluth. 

Mr. Guinanr. Why did Mr. Sassman sign these manifests? 

Mr. Vosrxa. I don’t know that except presumably Mr. Svensson 
asked him to and when George asked me I told him it was O. K. to 
sign them. 

Mr. Gurnane. Did Mr. Sassman tell you that Mr. Svensson did 
not like to sign those statements because they were not true? 

Mr. Vosixa. I don’t recall that because I do not consider the 
statement untrue. 

Mr. Gurtnane. Did you instruct Mr. Svensson to make them out 
in that manner? 

Mr. Vosika. I did. 

Mr. Guinane. You approved of Mr. Sassman’s signing them? 

Mr. Vosrka. I did. 

Senator Tyr. Let me interrupt here. You say you did not believe 
that those documents were untrue? 

Mr. Vosrkxa. That is right. 

Senator Tuyr. Even to the extent of the 21 cents tariff? 

Mr. Vostxa. That is true. 

Senator THyr. You didn’t even know or have knowledge that all 
the wheat quotas had been used up in the month of May. There- 
fore, you could not import any grain that was subject to 21 cents 
duty. 

Mr. Vostxa. Well, Senator, on that particular point, on that point 
you can bring in grain after the quota is filled if you put it in bond in 
an elevator and it is there until the opening of the quota on May 1. 

Senator Tuyr. But that was not your intention. You did ship it 
and therefore you knew that statement was incorrect because you 
had no intention of putting that in a warehouse under bond, did you? 
Answer my question. 

Mr. Vosrxa. I did not buy the wheat and I did not sell the wheat 

Senator THyr. But you did act as an adviser to Mr. Sassman. He 
did put wheat in bond in an elevator with 21 cents duty on it? 

Mr. Vosrxa. No. 

Senator Toys. This wheat that is mentioned in that document did 
you have any intention or any knowledge of that wheat that it was 
going into a warehouse under bond? Answer that yes or no. 

Mr. Vostkxa. This wheat was going down to a bonded warehouse at 
Houston, Tex. 

Senator Toyz. That wheat was as far as you knew it was to be 
transported? 

Mr. Vosrxa. That is correct. 

Senator Ture. If you knew that there was 21 cents duty on this 
wheat it had to be incorrect. 

Mr. Vostxa. No; I don’t agree with you. 

Senator Tuysg. It was not designated to go to a warehouse; it was 
designated to go to a port, for what purpose? It doesn’t come in 
here as a 21-cent tariff for any other purpose. 
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Mr. Vosrxa. Mr. Senator, you may pass wheat on 21-cent duty 
through the United States today. There is no restriction on that. 
It is permissible at any time. The customs officials know that. 

Senator Ture. All right, you may proceed. 

Mr. GurInaNne. But those documents presented to customs con- 
tained an improper description, did they not? 

Mr. Vosixa. They are supposed to describe it in the language that 
would allow the customs people to identify the commodity 

Mr. Gurnane. When you knew that this wheat was unfit for 
human consumption which could not come into the United States 
or through the United States when it contained 30 percent or more 
of damaged or frosted kernels, in bond, it should be described as 
wheat unfit for human consumption at 5 percent ad valorem, should 
it not? 

Mr. Vosrxa. The duty was paid on it as it was described. 

Mr. Guinane. But not on these documents? 

Mr. Vosixa. Not on the bonded grain 

Mr. Guinane. Who asked you to get this phrase deleted? 

Mr. Vosixa. Mr. Julian Scott. 

Mr. Guinane. Of the Transit Grain Co.? 

Mr. Vosixa. That is correct. 

Mr. Guinane. And you knew they were the true owners of this 
Canadian wheat according to the documents? 

Mr. Vostka. I knew that the Transit Grain Co. was the purchaser 
from the Bunge Corp. and the Kellogg Milling Co. 

Mr. Guinane. And that company should have been shown as the 
true consignee? 

Mr. Vostka. Well, when we sell wheat to our customers they have 
to tell us where to bill it. 1 merely follow their instructions. 

Mr. GurnaNne. But you are the person who told them to make these 
changes and they are to certify that all the statements therein are 
true and you knew at that time you gave them instructions that 
Commodity Credit Corporation had nothin; 
this. 

Mr. Vosixka. I did not. 

Mr. Gutnane. You never heard and Julian Scott never told you 
that Commodity Credit was owner of this wheat? 

Mr. Vosrxa. No. 

Mr. Nicuots. Just a minute, sir, not so fast. This is very im- 
portant, because this man intended to tell us something. 

Mr. Guinane. I think Senator Thye will tell me what to do. 

Mr. Nicuots. I was just saying this in fairness to all. 

Senator Tuyr. This was just a simple question. I have been fol- 
lowing it quite well. I feel that he can answer it “ Yes” or “ No.” 

Mr. Nicuous. I am not trying to tell him how to testify but I 
heard him say a minute ago that he received instructions from Transit 
Grain where and how to bill that and I think that is it. I don’t 
approve of your jumping on him and [| think it is rather unfair. 

Mr. Moskovirz. I think that Mr. Nichols doesn’t know and | 
don’t know myself that in the grain business you get instructions to 
send this grain to various agents. 

Senator Tyne. I think that might be true, but the fact of the 
matter is you don’t ask the man why he wants this in this way. 
What we are trying to uncover is, what does this witness know about 


r whatsoever to do about 
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the entire transaction? I think the questions that have been asked 
at this time have just been trying to establish what this man knows 
about the entire transaction. You may proceed. 

Mr. Mosxovirz. That is perfectly appropriate but I don’t think 
the question warrants a conclusion. I think the question should be 
a question and not an answer. 

Senator Toyz. We will try to confine it to a question and try to 
get as much light on this very confused question as we can. You 
may proceed with the questions. 

Mr. Guinane. Mr. Vosika, you are pretty well versed on trans- 
portation; are you not? 

Mr. Vostxa. I think so. 

Mr. Guinane. You are familiar with the railroad permits that 
were used during that period? 

Mr. Vosrka. Only to the extent that I had to have a permit from 
Transit Grain Co. in order to send the wheat down to them. 

Mr. Guinane. You couldn’t move it without a permit? 

Mr. Vosrka. That is correct. 

Mr. Guinane. These particular permits that you used, who were 
these issued to? 

Senator Taye. Before you answer that question, why could you 
not have shipped the grain without a permit? 

Mr. Vostxa. The ports, Mr. Senator, become congested with box- 
cars that pile up to the tune of two or three thousand boxcars that 
are loaded with grain. 

Mr. Gutinane. Do the companies have priorities? 

Mr. Vostxa. They may have; I don’t know. 

Mr. Guinane. Is that the only reason they used the Commodity 
Credit Corporation’s permits? 

Mr. Vostxa. That is because the permits of Commodity Credit 
were being used to ship this wheat. I have used a lot of permits. 1 
merely follow the instructions for shipment requested by the customer, 
as I stated before. 

Senator Tuyr. Did any other companies ever furnish you with a 
Commodity Credit permit? 

Mr. Vosixa. No, sir. 

Senator Tuyn. So this was the first time a customer ever furnished 
you a permit? 

Mr. Vosika. The first and only time at the gulf ports. 

Senator Tuy. So in effect the permits of the Commodity Credit 
Corporation was the first time that any customers shipped grain that 
you were ever given such shipping instructions? 

Mr. Vostka. That is correct to my own knowledge. 

Senator Turk. You may proceed. 

Mr. Guinaneg. This is a telegram which contains your suggestion 
for a wire by the collector of customs at Houston to the Bureau of 
Customs in Wash‘ngton. I will read it: 

STONE ForRWARDING Co., 
Houston, Tex. 

Reference to Canadian wheat. If necessary our suggestion for wire by collector 
of customs your expense to Bureau of Customs, Washington, somewhat along 
following line: ‘‘58,059 bushels Canadian wheat shipped in bond from Minneapolis, 
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Minn., to this port on withdrawal and exportation No. 27, dated Minneapolis, 
February 27, 1951, and similar index entries from Minneapolis have been tendered 
at this port for payment of duty at 5-percent ad valorem as wheat unfit for human 





consumption, paragré uph 729, Tariff Act, 1930 Analysis indicates these importa- 
tions contain more than 30 percent by weight of damaged or frosted kerne Is. and 
importer here claims proper classification, ‘Wheat unfit for human consumpt . 
basis duty 5-percent ad valorem, authority T. D. 47577, T. D. 44791 (11 gen 
exemption from ‘restrictions as provided T. D. 50404 and right to dispose of the 
wheat without supervision of this office as to its ultimate use.’ In view above 
kindly advise collect wire, may this wheat be released upon payment 5-percent 
ad valorem duty with exemption from ‘and without supervision this office as to 





ultimate use made of same.’ Kindly advis 
Trust that reference to Public Law 211 and 272 T. D. 50983 and 51033 will 
eliminate necessity of referring to Washington. 


W. J. Vosika 


Do you recall 


9 


Did you ever send such a wire to Houston, Tex.? 
that wire? 

Mr. VosrKxa. I recall it, but I do not know now whether I sent 
that as a wire or as a — wire. I don’t recall that point now. 
I do ag that I wrote it up. 

Mr. Guinane. Why were you advising Scott on what kind of wire 
to send to the Bureau of Customs at Washington? 

Mr. Vostka. It was the only wheat that arrived at the gulf over 
a period of time and then at some particular stage of the game it 
appears that they wanted : pay the duty on some of this wheat and, 
from what I understand, it was the first Canadian wheat that had 
ever been in Texas and this ventleman, Mr. Scott, understood that I 
was managing these customs matters at Minneapolis for the Bunge 
Corp., and he was asking for advice. 

Mr. Gurnane. Really, what you were trying to do was to get rid 
of customs supervision? 

Mr. Vostka. No, sir; we did not eliminate customs supervision at 
any time. 

Mr. Guinane. Is that what you were trying to do? 

Mr. Vostka. No, sir; I have never tried to eliminate customs super- 
vision. I can’t. Incidentally, the reason for the suggestion of the 
wire to Washington was instead of my doing anything was that we 
do not go over the heads of our local collector of customs, that is 
just the courteous method of handling these matters. That is the 
reason I suggested handling them in that a 

Mr. Gurnane. I want to read a letter dated April 1 51, headed 
“Bunge Corp., Minneapolis, Minn.” It is ‘signed, Walt. It is 
addressed to “Dear Bob.” 

Mr. Vosrka. May I see that, please? 

Mr. Guinane. Who is “Dear Bob’’? 

Senator Tuyr. I was just going to ask that question. 

Mr. Vostxa. Bob happens to be Mr. Robert Henderson. 

Mr. Guinane. Are you sure? 

Mr. Vosika. Oh, definitely. That is an interoffice communication 
memorandum, 

Mr. GuINaNnE. So you gave this to Mr. Henderson for his infor- 
mation? 

Mr. VosiKa. 


or 


— 


That is correct. 
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Mr. Guinane. You sort of being an expert on Canadian imports—— 

Mr. Vostxa. No;I don’t profess to be,an expert on anything, not 
even transportation. 

Mr. GurInanb (reading): 

Drar Bos: In re Canadian wheat imports. Tariff Act of 1930, as amended 
by favorable nations treaty. 

Paragraph 729, wheat, 21 cents per bushel of 60 pounds. 

Paragraph 729, wheat, unfit for human consumption, 5 percent ad valorem 


Twenty-one cents-per-bushel wheat is subject to maximum quota of 795,000 
bushels per year. 


Five percent ad valorem wheat is tagged with inappropriate tag and does not 
mean what its clear English might imply to the unversed in this particular busi- 
ness his wheat has been specifically excluded from the quota. 

Now what do you mean “tagged with inappropriate tag’’? 

Mr. Vosixa. The only place that | would know of is where there is 
a description reading “Unfit for human consumption,’ under the 
Tariff Act of 1930. 

Senator Tuyr. Where Congress put it. 

Mr. Vosrxa. That is correct, and the Treasury decision which 
seeks to interpret and construe that statement that 30 percent or 
more of damaged kernels is the criterion as to whether it goes one 
way or the other way. 

Senator Tuy. So you thought Congress inappropriately described 
this wheat? 

Mr. Vosrika. | still do. 

Senator Toyz. Why? 

Mr. Vostka. Well, sir, when the statement was put in the Tariff 
Act the customs officials had to go to the Department of Agriculture 
to find out just what they meant and the Department of Agriculture 
made an investigation and a determination and said the criterion 
would be 30 percent or more of damaged wheat kernels. And 30 
percent or more of damaged kernels does not always make the wheat 
unfit for human consumption. 

Senator Taye. But the wisdom of Congress as it was written into 
that law has not been changed by any amendments has it? There- 
fore, the Department of Agriculture will stick by its findings. 

Mr. Vostka. The proclamation of the President each year very 
specifically says that the wheat classified as 5 percent ad valorem is 
not included in the quota and there may be imported grain which is 
“unfit for human consumption.”’ 

Mr. Guinane, That is right. 

Mr. Vosika. We did import some of this grain that was held as 
“unfit for human consumption.” 

Mr. Gurnang. Until some changes were made? 

Mr. Vostka. The only changes that were made were not made in 
bonded wheat. 

Mr. Gurnane. Now the letter has a P.S. “When quota declared 
in May-——we will watch to be sure again excluded.”’ 

What official, did you, or official of Bunge Corp. or Kellogg Milling 
Co., what efforts did you make to make certain that the wheat 
“unfit for human consumption” was excluded from the quota? 

Mr. Vostka. No attempt was made at all. 

Mr. Gurnane. No attempt at all? 

Mr. Vosirka. No. 

Mr. Guinane. There was a memorandum? 

Mr. Vostka. Yes, sir. 
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Mr. Gurnane. Reading further: 


T. D. 44791 (11) of April 17, 1 951, defines the term “‘Un it for human consump- 
tion’ as used in paragraph 729 of the Tariff Act of 1930 as “commercially unfit 
for use as human food or for the production of human food,” and they further 
define “Commercially unfit’? as wheat with 30 percent or more damaged kernels 
as commercially impracticable for milling except in minor proportions. 

The percentage of damage—30 percent or more—is a line of demarcati 
between 21 cents per bushel wheat and 5 percent ad valorem wheat. The 
which the wheat is put is not the determining factor 

The law provides this 30 percent or more damaged wheat may be imported on 
payment of 5 percent ad valorem duty—with damage determined through Grain 
Supervisory Office of the Grain Division, Department of Agriculture. When 
customs is advised wheat is 30 percent or more damaged kernels by weight—they 
accept 5 percent ad valorem duty—and release wheat to importer. The wheat is 
released without any strings attached. The customs has no interest in what you d 
with the wheat or how you use it. 


on 


use to 


0 


Now why did you underline this particular portion and indicate so 
clearly to him that when duty was paid customs supervision ceased? 

Mr. Vosrka. Customs supervision did cease when the duty was 
paid on the wheat. 

Mr. Gurinane. Why was it so important for Mr. Henderson or to 
whom this letter was sent to, why was this so very important? 

Mr. Vosrxa. That was written on the theory that when we had 
Public Law 211-272 in force and in effect in the United States we 
made affidavit of the ultimate use to which the commodity was put 
and under the Tariff Act, paragraph 729 there are no such provisions 
which I call policing provisions. 

Mr. Gurnane. Policing provisions? 

Mr. Vosrxa. That is right. 

Mr. Guinant. And isn’t it a fact that you were pointing out that 
customs supervision ceased so they could do anything they wanted 
with the wheat after they paid the duty on ‘4 

Mr. Vostxa. Mr. Guinane, you must understand that interoffice 
communications are not to be as complete as some other communica- 
tions. Certainly, any letter I wrote at any time was not any authority 
for anybody to go and violate any of the laws of the United States. 

Mr. Gurinane. Not authority, but they could be advised to violate 
it. 

Mr. Vostxa. Now, it wasn’t 

Mr. GuInaNng. Getting back into the letter a little bit more. 

Mr. Vosika. I was going on to make it clear _ at the law as it is 
written requires something of a sort of policing or is that an erroneous 
interpretation? 

Mr. Guinane. I think it is an irrational interpretation. [Reading:] 

Let me illustrate: Public Law 211-272 granted free importation certain grains 
for feeding purpose—policing regulations requiring affidavit proof that it was so 
utilized. 

Five percent ad valorem wheat is not subject to any policing regulations—it is 
released free of strings. Sixty days after entry is liquidated—the subject on that 
particular entry is closed forever (barring fraud which is absent on this wheat 

Of course, if this was D. L. Q. wheat— 

What is “D. L. Q. wheat’’? 

Mr. Vos1Ka. I think it is distinctly low quality” 

Mr. Guinanp. ‘Distinctly low quality.” [Reading:] 

Of course, if this was D. L. Q. wheat—then it would be subject to check of the 


Federal grain supervisor as to its possible disposition and the pure food laws might 
come into play. Nosuch wheat is involved so that question is not herein involved. 


84117—53—pt. 2——9 
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The attached correspondence supports the above statements and indicates 
we should have plenty of opportunity to know of any change in the above that 
would effect our right to import and the disposition made thereof. 

(Signed) Watt. 


Now, would you say that was a memorandum from an employee of a 
ligitimate American business firm trying to live within the law? 

Mr. Vosika. It definitely is 

Mr. GuinaNne. Or is it pointing out any loopholes? 

Mr. Vosika. It is not pointing out any loopholes. 

Mr. Mosxovirz. I must ask, Mr. Guinane, that you do not make 
any conclusions as to the law. 

Senator Tuys. I think it was very leading and suggestive but if the 
counsel hadn’t asked those questions, I would have. 

Mr. Moskovirz. I was just curious as to point of law. 

Mr. Gurnane. Has he answered your question? 

Senator Tuyr. He answered it. 

Mr. Guinane. Mr. Vosika, before we get away from this letter, are 
you sure it is not another “Bob” who is an employee of transit grain? 

Mr. Vosixa. No; I don’t know of any other “Bob,” or does Transit 
Grain have a “Bob?” I believe there is a Bob Bryant in Transit 
Grain. But definitely, it is Mr. Robert J. Henderson. 

Mr. Gutnane. To the best of your recollection it is Bob Henderson? 

Mr. Vostka. Well, sir, I say it definitely is. 

Senator Tuyr. We will continue just 3 more minutes. 

Mr. Guinane. Do you want me to proceed? I have several more 
questions. 

Senator Tuyt. You have several more, so we can’t get throug 
5 or 10 minutes. 

Mr. Gurnane. No, sir. 

Senator Toye. We will take time out for lunch and reconvene at 
2 p. m. unless you gentlemen can be back at 1:30 o’clock? 

Mr. Moskovitz. How about 1:45 p. m.? 

Senator Tuye. That will be all right. We will reconvene at 1:45 
p.m. 

Mr. McGowan. I would like to ask a question. 

Senator Ture. Yes, Mr. McGowan. 

Mr. McGowan. There has been a lot of conversation about wheat 
“unfit for human consumption.”” We know that it is sim ply a designa- 
tion that this wheat cannot be ground into flour, that it is limited to 
feeding purposes. I think that is what the newspapers mean, “wheat 
unfit for human consumption” not because he wouldn’t like to eall it 
“30 percent damaged kernels” for they are both exactly the same 
thing. You are definitely using the definition as correctly applied by 
the customers. 

Senator THyt. Definitely, Mr. McGowan, insomuch as this wheat 
that might be used for milling for human consumption could not 
enter because that would be recognized to be a milling wheat, and 
the quota is exhausted and milling wheat could not be entered. 
Therefore, it has to be wheat unfit for human consumption that does 
enter. 

Mr. McGowan. You are right, but there is still a question in my 
mind that that wheat was not unfit for human consumption 

Senator Tove. That is irrelevant because the quota was filled if it 
was fit for human consumption. It would be disqualified and dis- 
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barred more readily because the quota had been exhausted for milling 
purposes. It had been exhausted and only on the wheat classified 
as feed wheat was the quota not exhausted 

Mr. Nicnouts. How much would it be pertinent to offer proof that 
it could be used for human consumption? 

Senator Tuyr. It is immaterial that this wheat could be milled. 
That is not the question that is involved here because this wheat could 
only come in as a feed wheat, and, therefore, the question that you 
are trying to raise here now, I do not believe is the question that we 
need to concern ourselves with because this wheat would not have 
entered if it was to be classified as fit for human consumption 

Mr. Nicuots. I just wanted to know if you wanted that form of 
testimony. 

Senator Toys. Certainly this wheat that is frost damaged is a wheat 
that is edible. 

Mr. Nicuots. That is all we wanted to say. 

Senator Tuye. It is edible but that is not the question here. The 
question is that the quota was exhausted. I think it is just as clear 
as it can be. 

Mr. Mosxovirz. I think the customs should have ruled. In other 
words, that is what the counsel is trying to say. 

Senator Ture. I think we can say that it came in as animal feed 
and if it was used for any other purposes we are going to find it out 
and someb ry is going to be held responsible for it. 

At this time we will adjourn for lunch and we will reconvene in this 
same room at 1:45 p. m. I will be here promptly and hope that 
everyone else will as we must finish this investigation this afternoon 
and then be off to Galveston. 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to recon- 
vene at 1:45 p. m. the same day. 


AFTERNOON SESSION 


Senator Tuyr. We are all here so we may come to order. We will 
proceed. You may proceed with your questions. 

Mr. Gutnane. In connection with that memorandum addressed to 
‘““Bob’’, 1 wanted to read an excerpt from the report, of special agent, 
Samuel C. Smith of the Compliance and Investigation Division of the 
Department of Agriculture. 

Mr. Mosxkovirz. I think we should have him sworn if he is going to 
give testimony. 

Mr. Guinane. This is a report of his. 

Mr. Moskovirz. I understand. 

Senator TuHyr. You mean this letter here was addressed to “Dear 
Bob”’ is the one you are speaking about? 

Mr. Mosxovirz. Yes. 

Senator Tuyr. That is part of the evidence from the different files? 

Mr. Gutnane. From the investigation. 

Mr. Mosxovirz. Counsel ought to be sworn if this is going ir 
record. 

Mr. Gurnane. Perhaps Mr. Bachmann, chief accountant, could 
testify. 

Mr. BacuMann. I know about the report and I can identify it 

Senator Ture. All right we will have Mr. Bachmann sworn 

(Mr. Bachmann was sworn.) 








292 IMPORTATION OF FEED WHEAT 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING 
INVESTIGATION DIVISION, OFFICE OF COMPLIANCE AND 
INVESTIGATION, PRODUCTION AND MARKETING ADMINIS- 
TRATION, UNITED STATES DEPARTMENT OF AGRICULTURE 


Senator Tuyr. You may proceed. 

Mr. Guinane. Mr. Bachmann, you are the Chief Accountant of the 
Compliance and Investigation Division of the United States Depart- 
ment of Agriculture? 

Mr. BacHMANN. Yes. 

Mr. Gurnang. And as such, you have general supervision over this 
investigation? 

Mr. BacHMANN. I was put in charge of the field end of this investi- 
gation some months ago. 

Mr. Guinane. And is Mr. Samuel C. Smith an agent of the Divi- 
sion of Compliance and Investigation? 

Mr. BacHMANN. Yes, he is an agent in our Dallas office. 

Mr. Gurnang. Will you refer to the report dated January 27, 1953, 
and read an excerpt taken from that exhibit? 

Mr. Nicuots. We now have reached the question before the House, 
are we going to take this testimony in order to impeach this witness? 
I wouldn’t think we should take unsworn testimony in an attempt 
to impeach a witness that is before you under oath. 

Senator Tuyr. We could obtain that information from Mr. Smith 
when we are down at Galveston. 

Mr. Guinane. Yes. I am not going to try to impeach the witness. 
To the best of his knowledge that was addressed to Bob Henderson 
and 1 am not going to try to impeach him. I am going to ask him 
some questions and to show where that letter came from. 

Senator Ture. If the witness has stated to the best of his knowledge 
and understanding that this was a communication to Mr. Henderson, 
and it is only addressed to a Bob, then referring to this record and 
for the sake of trying to assist in refreshing the memory of the witness, 
then I can’t see where we would be endeavoring to impeach the 
witness. 

Mr. Mosxovirz. If I may say so, the normal procedure to ask these 
questions and get information is to ask the witness, did you say so 
and so or did you do so and so. I don’t know what this 1s about. 

Senator Toye. I don’t know either. We have Mr. Bachmann here 
and not Mr. Smith, but we do have the file and records as our investi- 
gators have developed them, and we do have Mr. Bachmann here 
who has been sworn, and Mr. Bachmann is the man put in charge of 
this work by the Department of Agriculture. 

Mr. Mosxovirz. Mr. Smith made a report and Mr. Smith is a 
member of the Department of Agriculture. All I was saying is that 
if Mr. Smith is being referred to on this particular subject, and has 
made certain reports and certain statements, Mr. Guinane has a per- 
fect right to ask this witness, did you say so and so, did you do so 
and so. That is the normal procedure, Senator. 

Senator THyn. What were you going to do, Mr. Guinane? 

Mr. Guinane. I was going to read an exerpt from that report to 
show where I got this exhibit, which is this letter addressed to Bob 
on which I questioned him. 
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Mr. Moskovirz. Then, I think, Mr. Guinane, he wants to give 
testimony. It shan’t take very long to comply with that desire. 

(Mr. Guinane is sworn.) 

Senator Tuyr. You proceed and make whatever statements and 
testimony you wish. There will be no further obje ction, gentlemen. 
There will be no further objection on anything that goes in with the 
sworn testimony and if you want any further information about that 
testimony, we will get it from Mr. Smith when we are in Galveston. 

Mr. Nicnuo.ts. Surely, but at the same time 

Senator Torr. We are trying to get some information about a 
witness before us here and there is what our investigators have found 
and developed as a record and report. I think, now that we have 
sworn Mr. Bachmann and we have sworn Mr. Guinane, we can 
proceed to let them disclose what they have to say as a part of the 
record. You will now proceed. 

Mr. Nicuous. I wonder, Senator, if you wouldn’t let me make one 
tiny statement. 

Senator Tuyn. Indeed. 


TESTIMONY OF CHESTER NICHOLS, COUNSEL FOR BUNGE CORP., 
MINNEAPOLIS, MINN.—Resumed 


Mr. Nicuots. I am in this gentleman’s position and I have before 
me a document, signed by Mr. Smith in which he says, I have talked 
to this man or something else, and at a certain time and place he said 


to me, thus and so, or that he gave me a certain paper. Now, the 
customary procedi ire is for me to ask, “Did you at a certain time and 
place have a talk with Mr. Smith? Did you say so and so to him, 
or did you give him such and such a paper, and not to read the state- 
ment?” Now, if he denies, then you may have to call him. If he 
admits, you will never need Mr. Smith. 

That way we can make objections and that is the iV i aone 


most every where unless it be before committees 

Senator Tuyr. We don’t want to introduce you to any new policies 
and for that reason, we will try to be as careful as we can be in raising 
questions with the witness, but I think we will let Mr. Guinane go 
forward with the questions he desires to make 

Mr. Guinane. | had questioned Mr. Vosika prior to lunch on a 
copy of a letter dated April 17, 1951, on the lette aise ad of Bunge Corp., 
addressed, ‘Dear Bob” and siened, ‘ ‘Walt.’ | asked Mr. Vosika 
who Bob was and he said Bob Henderson and at that time an employee 
at least of Bunge Corp. 

Senator Tuyr. Do you have a feeling that the memo may be re- 
lating or may be addressed to someone other than Mr. Robert J. 
Henderson? 

Mr. GurInane. That possibility has been stated. 

Senator Toye. And you are now endeavoring to try to clarify the 
question in the memo you have before you as to whether that could 
have been addressed to someone else than Mr. Henderson? 

Mr. GuINANE. Yes. 

Senator Tyr. And for that reason, you are asking this question of 
the witness, to try to ascertain whether it could have probably been 
someone other than Robert J. Henderson? 

Mr. GurInaNneE. Yes. 
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Mr. Moskovirz. I think it is going to be very interesting, Senator. 

Senator Ture. I can’t see why you are objecting. 

Mr. Nicnots. I yield the point. 

Mr. Guinang. The Senate Agriculture and Forestry Committee had 
received from the Office of Compliance and Investigation of the 
Department of Agriculture a report dated January 27, 1951, by special 
agent, Samuel C. Smith. The caption of the report was ‘Transit 
Grain Co., Fort Worth, Tex.; Conspiracy to Defraud the Government 
by Commingling Domestic Grain With Import Grain.” The agent 
reports that he was interviewing Mr. Putney. 

Mr. Mosxovirz. I think that is most unfair. I don’t know what 
the caption has to do with the examination here of this witness and 
the imputation it is throwing on the thing is most unfair and I appeal 
to the Senator for any misapprehension. 

Mr. Guinane. I am endeavoring to identify the report as they are 
usually identified. They are usually identified that way. 

Senator Tuysr. I want to be entirely fair, but the fact of the matter 
is When we reconvene our hearing in Galveston, Mr. Smith will be 
there. 

M MoSKOVITZ. | am not objecting to that. 

Senator Tuyr. Mr. Smith will be interrogated. Mr. Smith can 
testify to a certain report that he made and about a certain memo 
dated April 17 addressed to “Dear Bob” and signed by “Walt.” 
Mr. Guinane has the feeling that it is not Mr. Henderson. 

Mr. Mosxovirz. Mr. Guinane has the feeling—feeling mind you 
about a certain memo dated April 17, addressed to ‘Dear Bob” and 
signed by “Walt.”” Mr. Guinane wants to ask some questions about 
it In order to bring in the reference to it, he refers toa report by the 
Transit Grain Co. and this has absolutely nothing to do with that. 
The imputation there is something very particular and Transit Grain 
Co. has no comparison with Bunge and there is no evidence. I ask 
the Senator to strike that from the record. 

Mr. Guinane. This has everything in it, and has to do with the 
Transit Grain Co. 

Mr. Mosxovirz. At this time, it is unfair. 

Mr. Gurnane. I think we have shown already, Senator, that the 
Bunge Corp. and Kellogg Milling Co. sold wheat to Transit Grain 
Co. and corresponded with them, and this piece of correspondence 
I am trying to identify it right. Now, it has everything to do with 
the Transit Grain Corp. 

Mr. Mosxovirz. You do that by referring to the actual evidence. 

Mr. NicuHouts. Coming back to my original objection. You know 
that the proper procedure would be to ask this gentleman whether 
or not he did or said something to Mr. Smith. If he says he didn’t, 
then you may have to call Mr. Smith, to show he is lying. If he 
admits it, that is all the further you must go. 

Mr. Guinane. It may be proper rules of evidence 

Mr. Nicnous. You and I as lawyers understand these procedures. 

Senator Tuy. In order that we do not cause you gentlemen a 
concern that this committee is proceeding in an improper manner, 
we will get all the opportunities in the next week to interrogate 
Mr. Smith and if necessary, we can also bring whomever we desire 
from here to interrogate them at a new hearing. For that reason, 
Mr. Guinane, let’s do it this way: You proceed to ask the questions 
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that you desire without referring to the document and we will refer 
to the document at another time. You ask all the questions you 
desire. Leave the identity of the document out of the question. | 

Mr. Gurnane. I ean ask Mr. Vosika on this exhibit 

Senator Toye. Definitely. It will be your questions rather than 
referrmg to a question which Mr. Smith had raised in his document 
or his report. Any questions you desire, you proceed to ask them. 
I want these gentlemen to have a feeling that we are not in any sense 
exercising any authority over them that they might feel we justly are 
not entitled to exercise. 

We will be exceedingly careful, but I will promise so far as that 
document goes, it will be give n the full hight of day 

Mr. Mosxovirz. I don’t obj et to this docume it 

Mr. Nicnots. I did object to the method of questioning 

Mr. Mosxovirz. I am talking about the document Mr. Vosika 
has identified and he wrote it and, Senator, he has a pailtae’ right to 
have it in here or — court of law that would be the document to 
be proceeded with, but, we were talking about something which has 
nothing to do with this record, something pl ‘pared outside this 
hearing room and you are dragging imputations from titles of the 
report, and on page 21 vou are referring, creating an unfair inference. 
I don’t think Mr. Guinane intended it that way. That reference 
to the title should be stricken from the record. I was not objecting 
to the document. 

Senator Toye. The title is that which he has compiled and covers 
the particular part of the file, and from there on we will make no 
further reference, but Mr. Guinane will proceed to ask all the questions 
he desires. We are not striking the document because it is a part of 
the file and we will refer to it at a future time. 

Mr. Mosxovirz. I think the Senator better than I could misinter- 
pret wh: . vo citing of that title is about, but the way it was read so 
quickly, gave an unfair inference. We will dispel with it now 

Senator “fT HYE. Yes, we will continue. 

Mr. Guinane. In this memorandum you say you gave to Mr 
Henderson, do you know whether a copy was sent—was this sent by 
you to Transit Grain Co., and forwarded by Julian Scott or Mr 
Potishman? 

Mr. VostKka. I was looking at my file to determine that, and I find 
a letter of August 27, 1951, written to Mr. Farrell, Gulf Forwarding 

o.. New Orleans. It says, ‘Dear Sir.” At the bottom of this letter 
is a statement, “exhibit 4, memorandum prepared for use in this 
office in April 1951,”’ and exhibit 4 is identified in the corner in ink 
and is the copy of the one that you are asking questions about, and | 
am sure that a copy of it, on the same basis, presumably, went to 
Transit Grain Co. because they asked me questions and it saved me 
work to give them the copy I had previously prepared for use in our 
own office and the Bob referred to is Mr. Robert J. Henderson. 

Mr. Moskovirz. Senator, it is like a tempest in the teapot. 

Mr. GuInang. I was not trying to impeach the witness. 

Mr. Moskovitz. The witness was not quite accurate in referring 
to it. 

Senator Ture. I thought it was tempest in the teapot. We 
leaning over backward to be fair here, sir. 
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Mr. Mosxovirz. It turned out quite correct. I want to show you 
the original of that memorandum which is in the files of Bunge Corp., 
files of Mr. Henderson, so this memorandum was written to 
Mr. Henderson. It was just handed to me by Mr. Henderson. 

Senator Toys. You had it, Mr. Henderson? 

Mr. Henperson. Yes, I had it in my files, yes, sir. 

Senator Toye. So we will return this. 

Mr. Mosxovitz. I would like to have it. 

Mr. Guinane. I wanted to show and indicate that someone else 
may have been the addressee as information in the report indicated 
that it was another person and it apparently was not. 

Senator Tuyre. I was confident that you were not endeavoring to in 
any sense unjustly and unfairly question the witness and for that 
reason, I was rather surprised when there was such an objection raised. 
I was perfectly willing to take a new course that you gentlemen wished 
and would know you had a fair day here. 

Mr. Nicuous. It turned out beautifully, Senator. Nine out of 
ten other cases, it might not turn out that way. 

Senator Tuyr. You will find we are endeavoring to be fair. 

Mr. Nicuous. There is nobody questioning that at all. 

Senator THyr. Everyone of these people are going to have the most 
courteous treatment. 

Mr. Nicuous. The point I raised was and I want to refer to it again. 
Everything here is going in as sworn testimony and the man had made 
a statement and the Government attorney was going to read what 
some | ody else S: id. That is what shocked me and | started talking. 

Senator Tuyr. I knew the document couldn’t be serious. That is 
why I had not sworn him, but we have taken care of that. 

Mr. NicHous. Sure. 


Mr. Mosxovirz. One last word. I raised this point and Mr 
Nichols raised it. Mr. Guinane inadvertently expressed a feeling 
contrary to the witness’ testimony. If that had not occurred this 
would not have happened. , 

Senator Tuyn. Let’s proceed. 


Mr. GuiInaNne. Before reading this letter, Mr. Vosika, I want to 
show it to you. It is a letter dated August 28, 1951, signed Walter 
Vosika, to Julian Scott of the Transit Grain (¢ ‘o., Fort Worth, Tex. It 
is written on the letterhead of Bunge Corp. Do you recall that? This 
is a different letter? (Handed a document to Mr. Vosika. 

Mr. Vostxa. I have my office copy here. 

Mr. Guinane. I will read it: 


Dear Mr. Scorr: Replying to your letter, August 24. Twenty-one-cent bushel 
Wheat can’t be brought in except subject to quota of 795,000-bushel, maximum 
year. That leaves the only possible wheat to bring in from Canada as 5-percent 
wheat with 30 percent or more damaged kernels and classified in Tariff Act of 
1930 as ‘‘Wheat unfit for human consumption.” 

Prior to payment of duty at 5 percent and release by customs—this wheat is 
under customs jurisdiction. After payment of duty, and release it is—free 
wheat 

Special handling at Minneapolis was to change description on customs papers 
to eliminate undesirable phraseology and had nothing to do at all with payment 
of duty. Jurisdiction of customs ceases when entered for consumption with pay- 
ment of duty—and not before that. 

In reference to phone call yesterday, you, Webber, Smith, self and Bob’s call 
to you. 

I talked to both Webber and Smith same time 10 A. M. this morning and furnish 
them information as to Public Law 211 and 272 of 1943 and 1944 which granted 
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right to import Canadian grain and feed free upon proof in affidavit form of ul- 
timate use as feed. This law has expired 5 vears ago 

But the point is—there are no policing provisions requiring customs to secure 
any information of any kind as to use that is made of wheat classified as 5 percent 
under paragraph 729. 

It is possible Smith and Webber can use this and make a little progress. At- 
tached is copy of wire sent Mr. Webber noon today as fast telegram as our sug- 
gestion for wire from collector to Bureau in Washington if can’t settle at Houston. 

Our people (basis our experience) and our customs people in Minneapolis feel 
it would be a mistake to have any wires to go to Washington except from the 
collector at Houston after conference and possible joint drawal of the wire are 


being satisfactory to both 

Yours very truly. 

You wrote this letter, Mr. Vosika? 

Mr. Vosixa. Yes, sir. 

Mr. GuInanr. Why were you being so careful about this writing 
to Julian Scott of the Transit Grain Co., in telling him when customs 
supervision ceased? 

Mr. Vosrxa. I didn’t know at that time that I was being careful. 
I merely wrote the letter stating the facts as they existed at that time. 

Mr. Guinane. When you state after payment of duty and release 
it is—and this is in caps—free wheat, why did you want to emphasize 
free wheat to them at that time, Mr. Vosika? 

Mr. Vostka. No particular purpose other than the fact in the latter 
part of the letter there is reference to Public Laws 211 and 272, under 
which the proof of the use of affidavit was necessary, and it was not 
required under the 5 percent ad valorum. There is still no authority 
to take the wheat and do something else that might be contrary to 
some other law. 

Mr. Gurnanz. Now, in reference to phone call you, Webber Smith 
and Bob’s call to you—was that Bob Henderson? 

Mr. Vosika. Yes. 

Mr. Guinane. What conversation took place in that phone call? 

Mr. Vosrka. I don’t know specifically, other than the fact that 
the boys in Texas were asking me what I knew about paying duty on 
this wheat and I gave them the benefit of what I knew. 

Mr. Guinane. Why did they want to pay duty on wheat that was 
being exported? 

Mr. Vostxa. I don’t know the answer. 

Mr. Guinane. Did you know customs supervision would not permit 
this to be commingled with any other wheat in the elevator? 

Mr. Vosrka. I have no suspicion of that at any time. I merely 
gave them the benefit and the question they asked me and what 
limited knowledge I had on the matter. 

Mr. Guinane. Did you advise them to pay the duty? 

Mr. VosrKka. No, sir. 

Mr. Guinane. Did you not? 

Mr. Vosrka. No. 

Mr. Guinane. You had no idea why they wanted to pay the duty? 

Mr. Vostka. I may have an idea now, based on newspaper clippings. 
I have no knowledge of it now, not of my independent knowledge. 
Transit Grain Co., they were merely a customer. 

Mr. GuiInane. Bunge Co. sold this grain to the Transit Grain Co.? 

Mr. Vosrka. Yes; that is correct. 

Mr. Guinane. And you are in the position of advising Transit 
Grain Co. how to use this wheat? 
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Mr. Vosrxa. I do not advise them how to use it. I merely answered 
the questions they asked and the letter speaks for itself. 

Mr. Guinane. You didn’t have the slightest idea of what they were 
going to do with the wheat? 

Mr. Vosrxa. Mr. Guinane, it was no problem of mine as to what a 
customer does with his wheat when he gets it. I don’t ask them that, 
and they don’t tell me. It is not quite courteous. 

Mr. GuinaNe. Who is Mr. Webber? 

Mr V OSIKA. Mr. Webber is connected with Stone Forwarding Co. 

Mr. Guinang. Who is Smith? 

Mr. Vosrxa. I don’t know that at this time 

Mr. GuinaNneE. Was he a customer? 

Mr. Vosixa. I don’t know. 

Mr. GuInaNgE. You don’t know? 

Mr. Vostxa. This is probably the only connection I had with 
Mr. Smith 

Mr. Guinane. You don’t know what the telephone conversation 
was! 

Mr. Vostxa. No 

Mr. Guinang. You don’t know if he was a customhouse broker? 

Mr. VosrKA No. sir: I did not. 

Mr. Guryane. Do you recall that you told the Department of 

° t } 
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Acriculture agents at one time that the reason for diverting from 
ay ve j 4 » 
Duluth to Minneapolis was to save expenses, do you recall that 


‘ ’ 1 1 : 
\ir. Vosrxa. I don’t believe 1 made any such fool statement be 


cause the record already shows it costs us a few extra dollars to do 
that 

Mr. Guinane. You did not tell the Department of Agricultur 
gent t that time 1t was merely) to save expenses / 

Mr. Vosrxa. We didn’t save expenses. We paid for inspectio1 
inspt ection Tees, and we pald additional custom brokers fee so | could 
not make a statement like that 

Mr. GUINANI You did not make that statement? 

AY Vo IKA, Definitely not, | could not have don 1 


Mr. Guinane. Did you ever pay any money to forwarders di- 
lf or through any of vour em} lovees, or employees of 


Hallet & Carey, or Bunge employees, or Kelloge Milling Co. to any 
elevator operators or forwarders? 

Mr. Vosrxa. No, sir. 

Mr. Guinane. Or to customs people? 

Mr. VosiKa No, sir. 

Mr. Gutnane. Any agent of the Commodity Credit Corporation? 

Mr. Vosrka. No, sir. 

Mr. Gurnannr. And you know so far as you are concerned, you had 
nothing to do with the payment of any moneys? 

Mr. Vosrxa. No 

Mr. Gurnanz. Did you pay any money for actual services that for- 
warders rendered? 

Mr. Vostxa. The only moneys expended under my jurisdiction to 
anybody was customs broker at Duluth and at Minneapolis for serv- 
ices rendered in preparing customs documents, sir. 

Mr. Guinane. Here is a letter of August 28, 1951—I want to read 
the letter of August 24, 1951, from the Transit Grain Co. and signed 


by Julian Scott to Bunge Corp., Minneapolis. This letter was read 


rectly Vourst 
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into the record yesterday, but this was to the attention of Mr. W. J. 
Vosika. Do you have that letter, Mr. Vosika, from the Transit 
Grain Co.? 

Mr. Vosrxa. I might have it. It might take me a little time to 
find it. The date is August what? 

Mr. GuInaNe. August 24, 1951. 

Mr. Vosixa. August 24? 

Mr. Guinane. Yes, to the attention of Mr. W. J. Vosika at the top 

Mr. Vosrtka. Chances are that I have it 

Senator THyr. Show him the letter and see if he can identify the 
photostatic copy? 

Mr. Mosxkovirz. Is that photostatic copy from our file? 

Mr. BacHMANN. It is made from a letter of our file. 

Mr. Mosxovirz. That is what | mean. 

Mr. BacHMANN. Yes. 

Mr. Vostka. Suppose I may read this? 

Senator THy BE. Certainly. Chey are going to endeavor to find the 
original. Have you found it? There is no question that you 
received it? 

Mr. Nicuo.ts. I believe he reeognizes the letter. 

Senator Ture. The age hat obtained the letter is here. The 
agent is here 


Mr. V OSIK x Th re is no q lestion. 


Senator Ture There is no question about the id ity of letter— 
proceed. 
Mr. GuInane. In this letter, it says: 
( 1 I hav 
wit! I i t 
can insis \ ? UT 
inasm ( 4 1 
to all | ( I 
Yo d | N ) 
J understand you advised them to pay duty; 1s that correct? 
Fas. ; ag Lens +} : ie rm : 
Mir V OSIKA | aid not advise them lé aut | a2nSwel 
onlv has reference presumably to the int at which it should be 


paid if they elected to pay it 


Mr. GuINANE (reading): 


This we are attempting to do right now on only that wheat that-is av ble 
As stated in our letter of June 6, we thought duty was paid on this wheat 
and much to our surprise learned from Bill Kellogg not so long ago that duty 
wasn’t paid and we have been taking steps ever since then to make amends on 
this error 

Of course, we realize that the wheat came in in bond, but the issue betwee 
Bill and I, also Bob Henderson, when making these trades, was that they took 
it in in bond on a feed-wheat proposition to escape the full duty but we are pa g 
around 7% to 8 cents per bushel, but to expedite the movement they let it continue 


in bond 


What did they mean, the ‘To make amends on this error”? When 
you received this letter addressed to you tor your attention that it 
was brought in bond as feed-wheat proposition and to escape the full 
duty. 

Mr. Vosrxa. I wouldn’t know because 

Mr. GuINANE. You don’t know? 

Mr. Vosrxa. I don’t know because the full duty of 21 cents cannot 
be paid if the quota of 795,000 bushels is exhausted and I presume 
he knew that. 
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Mr. Gurtnane. Further, in the last paragraph, he stated: 

I had understood from Vosika that the manner in which you were entering this 
wheat, the jurisdiction of the customs ceased when entered. 

Now, that is not correct? 

Mr. Vostxa. That is not correct. 

Mr. Guinane. I am just stating what he stated in his letter. 
I don’t know whether it is correct. 

Mr. Vosrka. It is not correct because wheat that was sold to him 
was sold at a price in bond, delivered at Houston. 

Senator Turse. Then it is your statement that the language found 
in this letter is incorrect? 

Mr. Vostxa. It is incorrect on that basis. We did not pay any 
duty on bonded wheat. 

Mr. Mosxkovirz. You can’t pay duty on a bonded wheat. 

Senator Tuyr. I am asking this gentleman here. The witness is 
making a positive answer as to whether this is incorrect. I have asked 
bim if this sentence is incorrect, or not, because someone else will 
have an opportunity to testify as to aiding in clarifying that paragraph. 

Mr. Guinane. The last paragraph? 

Mr. Vostxa. Yes. 

Senator Tuyr. We have got to get some of this cleared up because 
J am not getting a complete understanding of it. 

Mr. Vosrxa. I had understood from 

Senator Tuyr. Mr. Vosika said that the manner in which you were 
entering this wheat was that the jurisdiction of customs ceased when 
entered? 

Mr. Vostka. That statement is not an accurate statement. It is 
in conflict with the situation because we did not pay any duty on 
that wheat. It was moved under customs documents in a boxcar, 
what we called in bond. It had Government sealings, red cap 
Government seals, and when it arrived in Houston, it was in the 
custody of the Government without any duty having been paid 
upon it. 

Mr. Gutnang. Why did he state then in this letter, this letter is 
to the attention of Mr. Vosika of the Bunge Corp., and he says, 
‘You state duty should be paid at the New Orleans and Houston 
ports,’’ what does he mean by that, if you had not told him or someone 
had not told him? 

Mr. Vostxa. When we take this wheat into domestic commerce of 
the United States, we, the Bunge Corp., paid duty at Duluth on some 
of this wheat. Now, when the wheat went in bond to the port of 
Houston, there was no place to pay duty on the wheat if they so 
elected, except at Houston. It had passed beyond the jurisdiction 
of other customs ports to collect any duty. 

Mr. Gurnane. Did you later learn they accepted your advice and 
did pay the duty? 

Mr. Vosrxa. I have heard that from a lot of junk in the papers and 
so forth and so on. 

Mr. Gurnane. You didn’t think they did because of the advice you 
gave them in the letter? 

Mr. Vostxa. No; they did not pay duty at any time on my advice. 
They elected voluntarily to do that. 

Mr. Gurinane. After reading the letter? 

Mr. Vosrka. No. 
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Senator Torr. I am asking you a question. You had answered the 
other one. You said no, and that was your answer or statement. 

I am asking you this question: Why did you elect to write such an 
explicit explanation? Why did you elect to write such a letter? 

Mr. Vosrkxa. Transit Grain Co. was a customer of ours. He asked 
me for some information and I gave him exactly that, no more and no 
less than I would give any customer on any other problem. 

Senator Turn. It was advice to him in your letter? It was positive 
information as to what he should do? 

Mr. Vosrka. It was not positive what he should do. He had 
apparently made election to pay some duty. As I stated before, I 
understand this was the first Canadian wheat that arrived at a gulf 
port and they asked me for what information or knowledge I possessed 
as to the character of importing and moving this wheat. 

Senator Tuysr. Proceed with your questions. 

Mr. Gurnane. I just would like to repeat another statement in 
the letter of August 28 on that particular point, where Mr. Vosiks 
wrote to Julian Scott and said: 


Prior to payment of duty at 5 percent and release by customs— this wheat is un- 
der customs jurisdiction— 
Caps after that— 
AFTER PAYMENT OF DUTY, and release it is—FREE WHEAT. 


Do you recall putting that in the letter? 

Mr. Vosika. It is in the letter. 

Senator Tuyr. Was that a specific answer io a question that the 
firm had asked of you? 

Mr. Vositka. Well, sir, the most I could say on this was— 
presumably, it was a general request for what information I had avail- 
able. I tried to give it to them, sir. 

Senator Toys. You may proceed. 

Mr. GuiInang. What activity did you take with reference to selling 
this wheat? 

Mr. Vosika. I neither buy nor sell wheat. 

Mr. Gurnane. What position did you have in Hallet & Carey 
during this period? 

Mr. VostKa. I was traffic manager. 

Mr. Guinane. You were not general manager? 

Mr. Vosrxa. Transportation manager. 

Mr. Guinane. Who gave you instructions as far as the salesmen 
of Hallet & Carey were concerned? Who gave instructions to Hallet & 
Carey salesmen? 

Mr. Vosrxa. On what point? 

Mr. Guinane. On selling the whea 

Mr. Vosrxa. I wouldn’t know. 

Mr. Guinane. Weren’t you connected with the firm? 

Mr. Vostka. I neither buy wheat nor sell wheat. I gave no instruc- 
tions to sell or buy wheat. It is not a matter within my authority or 
jurisdiction or knowledge, sir. 

Mr. Guinane. But, vou did have a great deal to do with submitting 
documents for clearance of wheat to the customs? 

Mr. Vosixa. That is correct. 

Mr. Gurnane. Now, you heard the testimony of Mr. Vaughan 
here this morning on the certifications that were on the papers that 
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were supplied him by Mr. Svensson under your instruction, to present 
those papers to the customs; did vou not? 

Mr. Vostxa. Yes, sir. 

Mr. Guinane. Did you know at the time you had instructed him 
to make out those manifests describing wheat at 2l-cent wheat 
that it actually covered wheat unfit for human consumption and those 
were false statements in that manifest? 

Mr. Vostxa. Mr. Guinane, I do not agree with you that they were 
false statements. 

Mr. Gurnane. You did instruct them to pay 21 cents duty? 

Mr. Vostxa. That is correct. 

Mr. Gurnange. Why did you do that? 

Mr. Vositxa. The wheat that moves from Canada across the United 
States may be described in the simple terminology of wheat, irrespec- 
tive of the percentage of damage in that shipment. 

Mr. Guinane. It can be described as wheat? 

Mr. Vostxa. Yes, sir. 

Mr. Gurnane. And be assessed at 5 percent ad valorem? 

Mr. Vosixa. No duty is assessed on any shipment moving in bond. 

Mr. Guinang. Doesn’t Customs insist on it being described as such, 
when it is entered either in bond or for duty? 

Mr. Vostka. I might best answer that question by a photostatic 
copy of a transportation entry and manifest No. 16, dated March 15, 
1951. It covers a warehouse withdrawal for exportation from Minnea- 
polis to Houston, Tex. The face of the document reads: 

Five thousand two hundred and fifty bushels bulk wheat, excess 30 percent 
damage, for exportation purposes. 

That is the original description on this document and that is the 
manner in which it was prepared in Minneapolis and presented to us. 

Senator Toys. It was not labeled from Duluth? 

Mr. Vostka. To the customs office in Minneapolis. 

Senator Tuyr. Let me ask you this question: That same wheat 
was not so labeled when it left the port of entry at Duluth? 

Mr. Mosxovirz. Allow the witness to finish. 

Senator Tuyr. Don’t instruct me what I am going to do, and I am 
asking the questions, and let this gentleman answer me the question. 

It is true that this wheat was labeled other than that when it left 
the port of entry in Duluth? 

Mr. Vosrka. The document at Duluth read, “wheat unfit for human 
consumption.”’ 

Senator Tuyr. Exactly. Now will you answer the question? 

Mr. Vosrxa. I can’t answer when there are 2 or 3 people talking. 

Mr. Mosxovirz. I am sorry. 

Mr. Vostxa. The statement I read is the original description entry 
No. 16, and is filed with the United States Customs. After the 
Department of Agriculture had checked the contents of these cars and 
made a return to the United States Customs Office, somebody beyond 
doubt, it was the Customs Office themselves, added to these docu- 
ments another statement and it reads: 

Frost damaged less than 30 percent. May be withdrawn for consumption in 
the United States. 

Mr. Guinane. That supplements what was on the Duluth tests 
made by grain inspectors up there and they had passed some cars as 
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being in excess of 30 percent damage and when it got down to Minne- 
apolis, this car and how many other cars were there containing less 
than 30 percent and should never have come into the consumption of 
the United States? 

Mr. Vostxa. Just a minute, the wheat came into Duluth by boat 
in a large volume. From the boat the wheat was loaded into indi- 


vidual cars with more than 30 percent damage in Duluth—we might 
say 31 or 32 percent. Upon the check by the Department of Agri- 
culture at Minneapolis, it had a fraction less than 30 percent of dam- 
aged wheat and therefore the Customs endorsed these papers and 
said they could not bring this wheat into the United States and pay 
the duty on it 

Mr. Guinane. Do you know that this wheat was not entered for 
duty in the United States? 

Mr. Vostka. | would not know. 

Mr. Gurnane. That is all I have of Mr. Vosika, Senator 

Senator Tort. Do you have some other questions, then, Mr 
Guinane? 

Mr. Guinane. No, that is all I have Do you have some questions 
of Mr. Vosika? 

Senator Tuy. No. The next person we will call on is 

Mr. Mosxkovitrz. May I ask the witness one question, Senator? 

Senator Tuyr. Yes. 

Mr. Mosxkovirz. All wheat that is entered at Duluth whether it is 
entered for consumption or not, is always tested by the Department of 
Agriculture, to determine the contents? 

Mr. Vosrka. Yes, that is correct. 

Mr. Moskovirz. And whatever the Department of Agriculture 
finds, it reports to the Bureau of Customs; is that correct? 

Mr. Vostka. That is correct 

Mr. Moskovirz. And the Bureau of Customs decides as to the 
tariff classification? 

Mr. Vosrka. That is correct. 

Mr. Mosxovirz. That is correct? 

Mr. Vosrka. Yes 

Mr. Mosxovirz. Thank you, Senator 

Senator Ture. Mr. Dodge will be our next witness. Mr. Dodge, 
if you will take the chair, please, you were sworn yesterday so we will 
not swear you again and for that reason you can proceed 


TESTIMONY OF B. J. DODGE, HALLET & CAREY CO., MINNEAPOLIS, 
MINN.—Resumed 


Mr. Gurnane. Mr. Dodge, what is your position with Hallet & 
Carey? 

Mr. Dopae. I am milling wheat salesman 

Mr. Guinane. And from whom do you receive your instructions? 

Mr. Dover. Mr. Kibler. 

Mr. Guinane. Who is Mr. Kibler’s supervisor or supervising 
officer? 

Mr. Donar. He is the head of Hallet & Carey at Minneapolis 

Mr. Guinane. Did you operate as a separate and distinct company 
from the Bunge Corp.? 

Mr. Dopvee. Yes; I think so. 








304 IMPORTATION OF FEED WHEAT 


Mr. Guinane. What position or connection with Hallet & Carey 
in connection with Canadian grain, unfit wheat that was imported by 
Bunge and Kellogg, did you have? 

Mr. Dopar. We had nothing to do with the bringing of this wheat 
in as far as Hallet & Carey is concerned. I sold wheat. 

Mr. Guinane. Didn’t Hallet & Carey sell a lot of wheat? 

Mr. Dopcr. Yes; we sold a lot of it. 

Mr. GuInaNgE. You made quite a trip throughout the Southwest, 
after this wheat was brought in, attempting to sell it? 

Mr. Donae. Yes, sir. 

Mr. Gurnane. And you sold a great deal of the wheat? 

Mr. Donae. Yes; I sold quite a little. 

Mr. Guinane. What instructions did you have as to notifying 
purchasers as to its origin, as being of Canadian origin and the fact 
that it was labeled “unfit for human consumption’’? 

Mr. Dopar. I had instructions of telling them it was Canadian 
wheat and it could not be used in International Wheat Agreement 
operation. 

Mr. Guinane. And you were to notify purchasers that it was 
Canadian wheat? 

Mr. Dopar. Yes, sir. 

Mr. Gurnane. And in all contacts, you did so notify purchasers? 

Mr. Donat. Yes, sir. 

Mr. Guinane. Did you ever do it in writing? 

Mr. Dopcr. Apparently I did not, most of the sales were made on 
the telephone after these preliminary trips. 

Mr. Gutnane. If several of those purchasers, say they were not 
so notified, they are either in error or telling a falsehood, are they 
definitely? 

Mr. Donar. Yes, sir, I told every single person that I sold wheat 
to that they ceuld not break this and ship it out and collect subsidy. 

Mr. Gutnane. You had some general understanding of the Inter- 
national Wheat Agreement and the subsidy program, did you? 

Mr. Dover. Generally, I think everyone in the grain business has 
that. 

Mr. Guinane. You knew this Canadian wheat or flour manufac- 
tured from Canadian wheat could not go into subsidy, did you? 
You knew that? 

Mr. Dope. Yes, sir; I knew that. 

Mr. Guinanet. Did you meet with some opposition on this wheat? 

Mr. Dover. Well, I wouldn’t say too much, naturally you have 
some. 

Mr. Gurnane. Did some of the companies contacted tell you they 
wouldn’t touch the wheat because they didn’t want to take a chance 
on violating the International Wheat Agreement, Mr. Dodge? 

Mr. Doves. There were some companies I contacted that I didn’t 
sell, but I don’t think I was ever told that, sir. 

Mr. Gutwane. In your memorandum to Hallet & Carey on May 
14, 1951, where you state: 

At Wicl ita Consolidate ! Milling Co., Mr Ru se] Payne, } uver. * * * they 


will not touch the frost damaged wheat, but our prospect of spring wheat is good, 
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What was the reason they would not touch it? 

Mr. Dongs. I say, perhaps this certain type of flour or this blend of 
Canadian wheat would not be satisfactory to work in with their wheat 
for that certain type of flour. 

Mr. Gutnanez. Did they mention subsidies? 

Mr. Doper. They -Jidn’t mention subsidies to me, no, sir. 

Mr. Guinane. Another paragraph: 


Also called on Wichita Flour Mills, a young fellow, Fred Merrill, is now their 
wheat buyer and he requested a 5-pound sample, which is being sent t 


1 


This account will again depend on the outcome of the Kansas crop and the 
bility of new subsidies and export business. 

What did you mean by that? 

Mr. Dopaer. Naturally, the Southwest mills do a tremendous export 
business in flour. That is one of their largest outlets for their flour 
normally, as they sell export flour and they use wheat they have in 
their own territory for the export flour, and buy other feeds to fill in 
their domestic sales. 

Mr. GuiInaNne. Is there any export business in particular outside of 
the International Wheat Agreement and the MSA and other Govern- 
ment agencies? 

Mr. Dopaer. I imagine there was. I wouldn’t have any idea how 
much there was. 

Mr. Gurnane. In the last paragraph 
there has been a big crop in Oklahoma, Kansas, and Nebraska. I think Texas is 
the best field. Removal of subsidies has hurt the flour | 

What did you mean by that? 

Mr. Dopar. The general flour business. 

Mr. Guinane. The flour business? 

Mr. Dopaer. The subsidies hurt the flour business. 

Mr. Guinange. Why? 

Mr. DopGE. Of course, they were able to sel] flour under subsidies, 
but that they weuld not be able to sell in competition with Canada 
and other countries who manufacture flour. 

Mr. GuiInANE. I want to read a letter dated September 30, 1950, 
addressed to Red Wing Milling Co.: 

I am sending you, under separate cover bake-size samples on Canadian frosted 
wheat. 

Mr. Mosxkovirz. Will you identify the letter, please, for us? 

Mr. GuInane. It is a letter from Mr. Dodge to the Red Wing 
Milling Co., dated September 30, 1950. 

Mr. Moskovirz. Thank you. 

Mr. GuInaNneE (reading 


l am sending under s« parate cover bake-size sample f Canadian wheat, one 
marked 5 and the other marked 6. We will appreciate it if you can bake the 
up for us and advise us as quickly as possible what vour results are \pparent 
some of the mills have bought some Canadian wheat as there is one cargo in transit 
in Duluth and buffalo that we know of 

You will no doubt recall we have had frosted wheat that worked out very well 
Of course, the only way we cant ball le Ho balla § Ip, vill appreciate it if you will 
advise us what you think of this particular type of wheat. We can’t give 
anything definite at what it can be bought at yet but should be able to within 


the next day or two. 


34117—53—pt. 2——10 
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Did you get a reply? 

Mr. Dopcer. I imagine I got a report on it. I don’t recall getting 
a letter report. I am in touch with these mills and I probably fol- 
lowed it up and found out how it baked out, yes. 

Mr. Gutnang. Can you produce a reply to that letter, Mr. Dodge? 

Mr. Dona! No 

Mr. Guinang. Why not? 

Mr. Dopar. I probably did not get one. Probably, I got a tele- 
phone report and I don’t recall getting a reply to it 

Mr. Guinane. Here is another letter, this is a letter found in the 
correspondence of Hallet & Carey, dated September 30, 1950, ad- 
dressed to Hubbard Milling Co., Mankato, Minn., to the attention of 
Mr. MacLeod and written by B. J. Dodge. He is shown in the left- 
hand corner as the dictator. That is a letter along the same lines: 





[ am sending you tonight bake-size samples of the Canadian wheat, one sample 
is marked ‘‘5’’ and one sample is marked ‘6’. We will greatly appreciate it if 
you will bake these up quickly as possible Apparently some of the mills are 
going to use Canadian frosted wheat, as there is already 1 car in transit to Duluth 
and | car to Buffalo and it will probably sell at a big discount under the equivalent 
in prote rican wheat and if you can get only a small percentage of it in 

our 1 . ight help a tot We have een crops of frosted wheat that baked 
verv well and we would like to see the results of your tests. 


What did you have in mind when you wrote that letter? 

Mr. Dopcsr. I did have in mind keeping this Canadian wheat out of 
entering regular channels of trade for the manufacture of flour under 
the subsidy program. There is nothing in there that they couldn’t 
take care of in personal contact, I believe. Iam sure these people 


Mr. Guinanr. We would like to ask you to produce the answer to 
that? 

Mr. Dopar. I didn’t see a letter from them, I don’t believe I have 
one. 


Mr. Guinang. Who would have seen it? 

Mr. Donen. It would probably be addressed to me. 

Senator THyr. Why did you want to get information of the baking 
quality of that flour? 

Mr. Doper. A mill will not buy any wheat for flour unless they 
bake on it first. We send all American wheats, too. 

Senator Tuyr. Wasn’t this wheat coming in for other than human 
food? 

Mr. Donaer. As far as I was told, we could sell it to mills, we 
could sell to mills here and it could be ground up for domestic use. 
They could do with it anything they wanted, but they could not 
collect International Wheat Agreement subsidies on it. 

Mr. Guinane. Who told you that? 

Mr. Dopnar. Officers of the Bunge Corp. 

Mr. Guinane. Who were the officers of the Bunge Corp.? 

Mr. Dover. Mr. Kellog and Mr. Henderson, but he was not an 
officer. 

Senator Toyz. Was there anyone else that advised you of that? 

Mr. Donae. No, that is all. 

Mr. Gutnane. | have another letter dated May 18, 1951, from 
Hallet & Carey Co., signed by B. J. Dodge, addressed to Brackett 
Grain Co., Fort Worth, Tex., to the attention of Ben M. Ferguson: 

Dear Ben: Thanks very much for your letter of the 16th. Nos. 4 and 5 
hard wheat, basis export, I know it is going to be difficult to interest any of the 
mills in the frost damaged wheat at the present time, partially due to the fact 
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we cannot guarantee better than August shipment, and partly bees 
to wait and see what their own crop conditions in the ith ill be befo 
taking any further steps in buying wheat We feel there oing to be a bett 
demand in June, as I understand subsidies will be 
for an increase in domestic flour business at that 

Do you remember writing that letter? 

Mr. Dopar. Yes, that is right. 

Mr. Guinane. Do you think it indicates tha e Ci 
about using the wheat under the International Wheat Agreement or 
do you think it indicates that you were advising them to do it? 


A 


Mr. Donas. I told them they could not use it under International 


rt 
Wheat Agreement. The fact I refer to export, they would do a 
bigger business in local wheat and probably subsidize some other 
wheat in the East, in the business that goes East, the domestic | 
ness. 


Mr. Gu1nane. That letter was dated May 1S, 1951: you stated 


] } 
usl 


that you understood subsidies would again be in. I want to read 

A release made by the United States Department of Agriculture, Production 
and Marketing Administration on the United States wheat agree I ds 
March 30, 1951. The United States Department of Agr ltur nm d on 
Thursday, March 29, that cumulative sales of United States wheat and flour under 
the IWA had reached the United States 1950, 1951 aranteed antit f 248 
million bushels and that sales of wheat and flour regard] f tinatioz yuld 
no longer qualify for export payment under the terms of the wheat-agr 
program. Announcement that sales may be made for recording against the 1951 
and 1952 wheat-agreement quotas is expected to be made at a date as ye né 


termined but which will be prior to August 1, 1951. 


Do you think that your statement on subsidies and that they 


would again be in had any connection with this release? Isn’t that 
what you were talking about, subsidies and the program of st 


«i 

IS1¢ cs 
| cil . 
> 


and the announcement you received or your company received?! 

Mr. Dope. No, not necessarily. We have rumors of the trade 
that certain things are going to happen. I didn’t have any announce- 
ment, I had just presumed that they would be in 

Mr. Guinane. You were familiar with the subsidy program? 

Mr. Dopesr. Yes, sir. 

Mr. Guinane. You got a release addressed to you or your com- 
pany as a grain dealer, or a press release from the Department of 
Agriculture? 

Mr. Dover. Not, all of them. 

Mr. Guinane. You got most of them? 

Mr. Doper. Some of them; yes. 

Mr. Gurnane. Would you say your letter did not refer to one of 
these press releases. 

Mr. Dover. I doubt very much if it did. 

Mr. Gurnane. It just so happened to be the same dates? 

Mr. Dopvaer. It could be; yes. 

Mr. Gurnane. Mr. Dodge, do you get down to Houston and San 
Antonio and Dallas? 

Mr. Doper. I get to Dallas and Houston and I called on one of the 
mills at Houston and sold no wheat there. 

Mr. Guinang. You attended a party of the people of Commodity 
Credit Corporation and the Galveston wharves people? 

Mr. Dover. No, sir. 

Mr. Guinaneg. Did you ever entertain anyone for Hallet & Carey 
in connection with mixing this wheat? 

Mr. Dopasz. No. 
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Mr. Guinaneg. Did you ever, on behalf of Hallet & Carey, give 
moneys to anyone in connection with mixing this wheat? 

Mr. Donaer. No, sir. 

Mr. Guinane. You had nothing to do with giving money to any- 
one for any reason in connection with this wheat? 

Mr. Dopce. No, sir. 

Mr. Guinane. You know, Mr. Bailey; do you not? 

Mr. Dopaer. Yes; I know Dick Bailey. He used to be up here. 

Mr. Guinane. Did you know Dick Bailey at the time he enter- 
tained Galveston wharves people and Commodity Credit Corporation 
people? 

Mr. Donar. No, sir. 

Mr. Gurtnane. That is about all I have of Mr. Dodge. 

Senator Toys. Thank you, Mr. Dodge. The next person is Mr. 
Bachmann. Will you take this chair. You have already been sworn. 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING 
INVESTIGATION DIVISION, OFFICE OF COMPLIANCE AND 
INVESTIGATION, PRODUCTION AND MARKETING ADMINIS- 
TRATION, UNITED STATES DEPARTMENT OF AGRICULTURE— 
Resumed 


Senator Ture. Will you repeat your name for us, please? 

Mr. BacumMann. Yes. John J. Bachmann. 

Senator Tuyr. You may proceed. 

Mr. Gurnane. In connection with your position with the Office of 
Compliance and Investigation of the Department of Agriculture, did 
you make a study of the amount of subsidies paid to the Bunge Corp.? 

Mr. BacuMann. I contacted the people in the International Wheat 
Agreement office and made the request of them that they supply me 
with the figures in the Department of Agriculture on the subsidies 
paid to Bunge Corp. 

Mr. Guinane. For what years? 

Mr. BacuMann. For the 4 years under the International Wheat 
Agreement 

Mr. Gutnane. That would cover what years? 

Mr. BacHMaANn. That would cover 1948 to 1953, about August 1 
to August 1, in fiscal years. 

Mr. Guinane. What is the total amount of subsidies paid and 
claimed to Bunge Corp. for shipment of wheat? 

Mr. BaAcHMANN. Wheat and flour together? 

Mr. Guinane. Yes 

Mr. BacuMann. I don’t have it divided as to wheat and flour. 

Mr. Gutnane. Let’s have the total figure. 

Mr. BacHMANN. $35,757,376. 

Mr. Guinane. Of course, that included all wheat of any description 
and all wheat flour of anv grade and description; is that correct? 

Mr. BAcHMANN. Yes, that is right. 

Mr. Guinane. In connection for claim for subsidy, are you familiar 
with the statement in the form that they submitted to the Inter- 
national Wheat Agreement 

Mr. BacuMANN. I have read them and analyzed them. 

Mr. Guinang. What do those statements cover? 
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Mr. BacHMANN. The important points in the statement and in the 
agreement is that the wheat must be of domestic production. 

Mr. GuinaneE. What is the total amount of subsidies paid to 
Kellogg Milling Co.? 

Mr. BacHMann. None. 

Mr. GuInane. Were any subsidies paid to Hallett & Carey Co. 
of Minneapolis? 

Mr. BacuMann. There were none paid. 

Mr. Gurnane. Has your division completed its tracings of Cana- 
dian wheat that was imported during 1950, 1951, and 1952 on wheat 
unfit for human consumption from Canada? 

Mr. Bacumann. I took an inventory on all of us that have been 
working on this investigation and at the time I left Washington 2 


weeks ago, and at that time, it was not completed, but my estimate 
was as to the known facts at that time, and as to the status of the 
investigation, that was done, and what is continuing to be done, that 
the job will be finished soon, and we are about 85 percent finished now. 

Mr. Guinane. Your division has traced sales of Canadian wheat 
that was brought into the United States, classified as wheat unfit for 


human consumption to several individuals and corporations in the 
United States; have you? 

Mr. BacHMANN. Yes, sir. 

Mr. Guinane. And several of those concerns had claimed and have 
been paid subsidies? 

Mr. Bacumany. It is slightly over 60 firms that we have investi- 
gated in the field in connection with the whole investigation. 

Mr. Gurnane. Is there a question of the subsidies that have been 
paid? 

Mr. BacuMANnNn. The subsidy of about 20 is in question, sir. 

Mr. Guinane. About 20? 

Mr. BacHMANN. Yes. 

Mr. GuiInANE. Where was the bulk of that wheat purchased by 
those concerns? 

Mr. BacuMann. Of the 20 firms whose subsidy is in question, 16 
approximately 16—received or bought all or part of their grain from 
these 3 firms here: Bunge; Hallet & Carey; and the Kellogg Milling Co. 

Mr. Guinane. Some of these companies voluntarily refunded the 
amounts paid by the Government in subsidies? 

Mr. BacHMANN. There are four companies who on their own 
initiative had paid back subsidies to the Government. 

Mr. Gurnane. What does that amount to at the present time? 

Mr. BacHMANN. $422,764.82. 

Mr. Guinane. Would that be the total subsidy which the Govern- 
ment might claim? 

Mr. BacuMann. No, sir. 

Mr. Gurinane. What is still pending with the Department of 
Justice in that connection? 

Mr. BacHMANN. The payments made by these four was done on 
one theory and that is the theory of the purchase of Canadian wheat, 
the pure wheat, sold as such, or the Canadian wheat contained in 
flour, which if converted to flour would be the quantity produced 
from only the Canadian wheat, not any other domestic wheat. The 
pure Canadian wheat theory is one theory. There is one theory on 








310 IMPORTATION OF FEED WHEAT 


the basis of which subsidy may be claimed by the Government against 
these companies for the whole lot where the Canadian wheat is mixed. 

There are other theories. The second theory that was advanced 
by the IWA people themselves, we classify it as contamination theory. 
That is: If a sale is made on which subsidy is claimed on the wheat 
or the flour, in all other components parts, and contains a certain 
percentage of Canadian wheat in there, the subsidy, even on the 
whole sale, would be recoverable, and then there is the third theory. 
It is called the good-faith theory which is based on the conclusion of 
the IWA, which in effect, if the vice president of Commodity Credit 
Corporation finds that a firm has not been acting in good faith in its 
sales and in its claim for subsidies under the IWA, he may stop them 
from participating and he may claim from them part or all of the 
subsidies paid them, and under the good-faith theory, it may be 
applied under certain fact situations, and larger amounts would be 
recoverable. 

Mr. (,UINANE. Under the vood-faith theory, it is a question of 
what these four companies might have to pay over and above the 
amount they have refunded to the Government; is that correct? 

Mr. BacuMann. I have it on 2—on 1 that is the first one that 
paid, and that was the flour mills of America, and the amount they 


repaid was 112,000, and that was on a pure Can udian wheat theory. 





On a Canadian contamination t leory, Decause of ratio ol ble vl. it 
would step up the amount about six times. It would be about 
$600,000 and on the good-faith theory on the sales, that they mad 
and claimed part of which was of domestic and part of W lich was 
Canadian blended, it would be about $1,100,000. 

T percentage of blending would be 1, 2, and 2%. The blend 
was in the amount of 60 percent of the total wheat sold. 

\ir. GuINANE. Now, the companies that we have been inquiring 
about he B nee Co p., Kellogg ine, or Hallet & Carey, have they 
mad ul I inds to the Government as a result of payment of 
subsidies? , 

Vir. BACHM N No, sil 

\ (il 


i INANI Have vou as yet determined how much of the wheat 
imported by the Bunge Corp. and sold by the Bunge Corp. to other 
was exported under the International Wheat Agreement? 
.CHMANN. As the investigations are not complete, I have not 
finished my summaries. I have kept the summaries on that up to 


dat They are not complete and I can’t give the answer to that at 


Senator Try} When do you expect to have the report completed 
on it? 

Mr. BacuMmann. If my inventories of 2 weeks ago are correct, 
they are finished in the field and the report on 3 large ones are left. 
I think one of them is finished today. There are in addition, 3 large 
ones and there are 4 others which are small ones, initiated and com- 
pleted, shouldn’t take very long. There are a few followup jobs on 
Canadian wheat that were stored at different places that will have to 
be checked. If any disposition of those inventories have been made 
since that time, I do not know. 

Senator Tuyr. Have you arrived at any figure of the number of 
bushels of Canadian feed wheat that were milled and converted into 
edible food products? 
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Mr. BacuMann. I have an estimate in mind of converted 
products. 

Senator Tuyr. I mean milled into a flour 

Mr. BacuMann. Well, leave me put it this wav: my estimate of 
the quantity of wheat that went into sources for food or sources that 
it should not have gone into would be about 6 to 

Senator THyr. Six to seven million bushels? 

Mr. BacuMANNn. Yes 

Senator THYE. And that would be the number of b ishels oI Ca 
nadian wheat that were imported to this country and came in here in 
a classification as not fit for human consumption: is that right? 

Mr. BacuMann. That is right, of the total of 60 million. 

Senator THye. Sixty possible million bushels, with a million that 
went into flour? 

Mr. BacuMann. One of the large reports that are being made at 
the time, that I took, I could not find out as to how much quantity 


7 million bushels 


was involved. The othe: two large companies, l k mw the quant \ 
that went to sources other th: that it should hav: me to, was not 


] urce. 
Mr. Gurnane. This 60 million, what percent of it stayed in tl 


[ nited otates and what pe reent May AL one | inde! IV \ or 
ECA purchases? 

Mr. BacuMann. I ha not made such an a s. | 
course, some of the manuf tured products went l » ECA 
and the MSA shipments and of course ( { the Army and 
the Navy. But, ib e maae no ivs ( ; 

Senator Tuyr. You have not ved at any positive fi 

Mr. BAcHMANN. No 

Senator Tuyr. You may proceed. 

Mr. GuInaNeg. Your Division cond \ ( 
of Canadian wheat by the B ( D. Mills of A 


he ‘ 
did vou not? 


Mr. BACHMANN. Yes 


Mr. GuiInane. Will you rel of tl tail 
tion and the findings? 

Mr. BACHMANN. That was the first investigation that wa | 
after the check from Flour Mills of America \ ed in W 
ton, and after some of the officials of that cor came into W: 
ington for discussion of the Situs tion Wi administrative perso! | 
We were later requested by our administrat authorities to 1 





investigation and there was assigned to it, Mr. Kenneth King, who is 
here in the room, who made the investigation. 


The quantity of wheat sold—the quantity of Canadian wheat sold 
to Flour Mills of America by Bunge Corp. was 350,000 bushels. The 
price ranged on that from about $2.10 to about $2.15 The average 


price was $2.12%. 

The price of it was $697,450. That is not all of the Canadian 
wheat that the Flour Mills of America brought in They used 1,239,000 
bushels and they had on hand at the time Mr. King finished his inves- 
tigation about 400,000 bushels in inventory. They bought this 
the contract on this wheat was—the first date of it was February 23, 
1951. The first contract was for 50,000 bushels. 

Mr. Guinang. Let me interrupt you here. How did those con- 
tracts describe this Canadian wheat? 
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Mr. Bacumann. In the case of Flour Mills, it was not documented 
as Canadian wheat and the interviews that were made of all the offi- 
cials of Flour Mills of America who should know the source of the 
wheat or would have been advised that it was Canadian wheat, all 
denied that they were so advised. 

Mr. Mosxovirz. I wonder if as an official of the Government—I 
think we talk about testimony of witnesses and I think they should 
be sworn when these other individuals are talked about and they 
should be here. They are not here and I don’t think that is the kind 
of thing that ought to be put in the record in this form. 

Senator Ture. Mr. King is here. 

Mr. Mosxovirz. You are talking about the people who didn’t 
know what this was. 

Mr. BacuMANN. It is impossible for my organization at the moment 
with its heavy load to bring all of the investigators who work in this, 
all stop their operations and come in. So, I have made a summary of 
the findings and I might make this statement. Our reports are very 
very carefully reviewed to be certain that nothing but facts go into 
them. 

Mr. Moskovirz. I am not questioning Mr. Bachmann’s word. 
I am not questioning the word of his investigators. The people whom 
he talked about or talked to and the investigators talked to, are the 
people who should be under oath. If they want to contradict these 
statements they should be permitted to be here and in fact they should 
be compelled to do so. 

Senator Ture. Well, I feel that we should note these are officials of 
the Government who are testifying. 

Mr. Mosxovirz. I don’t know that is what he was told. 

Senator Tuyr. Here we have officials of the Government, such as 
Mr. Bachmann his field investigators, employed by the Department of 
Agriculture, in that particular field. If we can’t rely on facts that they 
lay before us as investigators and inspectors in this committee hearing 
then I would be very much surprised. For that reason I am question- 
ing whether I should give heed to your objection at this time. 

Mr. Mosxovirz. I am not objecting to Mr. Bachmann’s testimony. 

Senator Tuye. I realize that. 

Mr. Moskovirz. All I am saying is that he is testifying that some- 
body told somebody something, and it was one of his investigators. 
It is that particular person who should be before here, making that 
statement under oath. 

Senator Turk. We may have to go to that extent. Mr. Bach- 
mann has taken an oath of office and for that reason and for the infor- 
mation that the committee is obtaining from him, I think we will 
proceed with Mr. Bachmann’s statement. 

Mr. Gurnane. You may finish your statement. 

Mr. BacuMann. The same holds true in all of the other investiga- 
tions that we have made. We inquired in all instances. We inter- 
viewed in all instances all of the people as to the advice they received 
or other documentary evidence as to the source of the wheat. 

Mr. Gurnane. As to the source of the wheat? 

Mr. BacuMann. That is right. 

Mr. Guinan. What did they say? 

Mr. BacuMANN. Well, the summary that we have prepared here of 
all the investigation reports of the 22 millers, 20—we have documenta- 
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tion on 20 and these 20 did not indicate that the wheat was of Canadian 
origin. 

Mr. Guinane. How about Flour Mills of America on sales from 
Bunge? 

Mr. BacHMANN. That was not documented and according to the 
officers, they were not notified, ordinarily notified 

Mr. Gutnane. Now, did you also follow through from the Flour 
Mills of America to the Bunge Corp.? 

Mr. BacHMANN. Yes, sir. 

Mr. GuINANE. How was that done? 

Mr. BacuMann. On the same day there was a contract for 50,000 
bushels of wheat, purchased by Flour Mills of America from Bunge. 
A contract was made on that same date, February 23,1951. Bunge 
bought 400,000 bags of flour from the Flour Mills of America. 

Mr. GUIN ANE, Was the purchase price also in the contracts? 

Mr. BacuMann. I don’t happen to have that here, not the purcha e 
price. 

Mr. GuInane. That was on the same day as the contract for the 
sale of wheat? 

Mr. BacHMANN. Yes; that is right 

Mr. Guinane. And you followed the disposition of tl 
through Bunge? 

Mr. BacHMANN. Yes 

Mr. Guinane. What did Bunge do with t flour? 

Mr. BacHMANN. It was exported to Gert 


a million four hundred fifty-five thousand hundredweight of flour 
going to Germany. These million four hundred thousand bags were 
part of the sale to Germany 

Mr. Guinane. Did the Bunge Corp. claim and collect subsidies on 
that flour? . 

Mr. BAcHMANN. On 136,370, subsidies were collected of $1.28, a 
total of $173,039.36, and at that time, Bunge Corp. would have to 
make out a statement to the International Wheat Agreement ot 


Commodity Credit 

Mr. Guinanz. They made out such a statement? 

Mr. BacuMANN. It is made out to the International Wheat Agree- 
ment. 

Mr. Gutnane. They would have to show in that statement that 
that flour was manufactured from wheat grown in the United States? 

Mr. BacuMANN. Yes; that is correct. 

Mr. Guinane. Did your agents interview Bunge Corp. at New 
York concerning the payment of subsidies by the Government on 
that flour? 

Mr. BacHMANN. Yes, sir. 

Mr. Gutnange. What was the result of those interviews? 

Mr. BacHMANN. The people interviewed Robert F. Straub, Jack 
Meyer, vice president and Simon Kern, assistant vice president and 
the substance of the interview was that they were not aware the flour 
they purchased from the Flour Mills of America contained flour from 
Canadian wheat. 

Mr. Guinang. Did they state any reason why they sold the same 
company wheat and on the same day repurchased flour? Did they 
give any explanation why they did not inquire and did not make 
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certain the flour manufactured from the wheat was from wheat unfit 
for human consumption and Canadian wheat? 

Mr. BacuMANN. That question was not explored. Subsequently, 
when we started putting this thing together, and making compari- 
SOnS 

Mir. Gurnanrz. The Flour Mills of America have refunded subsidies 
to the Government? 

Mr. BacHMann. $112,000 on purchased Canadian-wheat theory. 
Our investigation shows that even under the Canadian-wheat theory, 
that amount was not sufficient. 

Mr. Gurnang. Do you have any other matters in your general 
survey, Mr. Bachmann, that you wanted to discuss? 

Vir. BACHMANN. No. 

Mr. Gurinane. Are you familiar with sales of Canadian wheat by 
Bunge ¢ orp. or Kellogg Milling Co. to elevators in Texas—the Uhl- 
mann elevators in Texas? 

Mr. BacHMANN. Yes; that investigation was the one referred to; 


it was to be finished today. 

Mr. Guinane. Up to the present time, what facts have been 
reviewed? 

Mir. BacHMANN. There was one important fact in reviewing part of 


the inv: tigation. About 10 days ago with Mr. Kine, who handled 
the account and who is making the investigation, we had sent some 
accountant to the Bunge Corp. office at Kansas City to abstract from 
their records all of the sales data in connection with Canadian wheat 
that went through that office. We find that Bunge Corp. of Kansas 
City sold Ulhmann Grain Co. of Fort Worth, Canadian wheat which 
was blended by Ulhmann and sold back to Bunge in store or on board, 
subsidy collected on that wheat, we know definitely is in excess of 
$1% million. 

Mr. GurinaNne. Your investigation has not been completed con- 
cerning all the details? 

Mr. BacHMANN. I was advised that it would be absolutely finished 
and would be available to us at Galveston. 

Mr. Guinang. Do you have any questions of Mr.Bachmann? 

Senator Toys. I do not have any questions. 

Mr. Mosxovirz. May I ask a few questions, with the Senator’s 
permission? 

Senator Tuyr. Yes, indeed, you may. 

Mr. Mosxovirz. Has the Department’s International Wheat Agree- 
ment asked the Bunge Corp. to pay back any subsidies it collected? 

Mr. BacuMann. As I recall the first shipment was where the Bunge 
people had some Canadian wheat in there. They wanted from the 
Customs people a statement to the effect that Bunge was completely 
innocent and had no knowledge whatsoever, which of course, in my 
humble opinion the Customs people couldn’t give them. That is as 
I know it. 

Mr. Mosxkovirz. What transaction are you referring to, Mr. 
Bachmann? 

Mr. BacuMann. I have not the details here, but I do recall going 
over that investigation report. There was some consideration between 
your New York office and the Stone Forwarding Co. and as I recall 
it the correspondence was routed all through the Stone Forwarding 


Co 
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Mr. Moskovitz. That is information that the Senator should know 
more about. He should know more about that transaction since vou 
have testified to it. Incidentally, your people have had no information 
that was not given to them by the Bunge Corp. and they have had no 
difficulty in getting the files in this investigation, have they? 

Mr. BacumMann. Not that I know of. ; 

Mr. MoskovItTz. Nobody had to subpetr a anvbody or anything? 

Mr. BacuMann. No. 

Mr. Moskovirz. And you have had acces to evel hinge without 
subpena; is that right? 

Mr. BacuMann. That is right 

Mr. Mosxkovirz. And that is all they had to do was to ask for the 
documents and they were brought here pursuant to a subpena, but 
you had been given access to these records voluntarily? 


Mr. BacHMANn. That is right 


Mr. (41 INANE, One more question, SsIr Are you mn she a? 
Mr. Mosxkovirz. No. 
Senator THyr. He was not at the table when vou last asked a 


question and you had taken so much time that | thought you were 
through, also. 

Mr. Moskeovitz. This is just a beginning 

Senator Tuyt. This is the beginnine of the end becau 
conducting this hearing, sir, so you may present what questions we 
have time for. 

Mr. Moskovitz. Senator, stop me at any time. I am asking him 
about a transaction which he had not testified completely about in 
response to Mr. Guinane’s question and in such an incomplete way 
it would be unfair to the Senator or the record to leave it in that state 
I believe. 

Senator Tuysr. Proceed. 

Mr. Moskovitz. | show you a ietter, Mi Bachmann, addresse 
by the Stone Forwarding Co. to the Bunge Corp. dated September 5, 
1951, and I ask you whether your investigators ever saw that? 

Mr. BacuMann. That is the letter | have referred to. I have 
seen that before. 

Mr. Moskovirz. Will you read it, please, for the Senator? 

Mr. BacHMann. It is a letterhead of the Stone Forwarding Co., 
Houston, Tex., dated September 5, 1951, to the Bunge Corp., 42 
Broadway, New York, N. Y. To the attention of Mr. Kern. In re 
steamship Poly Trader, our reference 51-1175. 


(GENTLEMEN: We reter to the telephone conversations neernit the loading 
of the above vessel in which we advised vou that the customs authorities were 
requesting that we amend the export declaration covering the shipment due to 
the fact that there was 5,000 bushels of Canadian wheat in that ip oe 

As we mentioned the Transit Grain Co. of Fort Wor had a quantity of this 
Canadian wheat shipped here in bond. In errer the Houston Public levator 
called for a withdrawal of grain for mixing and the quantity entioned above 


was mixed in the grain that was loaded in the above-named steamer. This was 
an oversight on the part of the elevator since the Transit Grain Co. were not 
making any delivery on this vessel as the entire quantity was supplied by the 
Ulhmann Elevator Co. of Texas. 

As this wheat was in bond, the customs inspectors were at the elevator during 
the loading and are aware of the mixture of this grain, but at the time did not 
question that the export declarations filed did not indicate that there was any 
foreign grain provision in declarations. Howeve r, since tne records show that 
this foreign wheat was actually loaded onto the vessel they are now demanding 
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that corrected declarations be filed showing the quantity of this foreign grain 
actually loaded on board the vessel. 

Please advise us as soon as possible your decision concerning this matter and 
how we are to proceed with the amendment of the declaration, which the Customs 
must have done since the declarations as now filed are not correct and could be 
classified as fraudulent. 

It is signed 

Very truly yours, 
STONE FORWARDING Co., 
By Herman F. Wesser, Manager. 

Mr. Mosxovirz. That referred, if you will recall from the reports 
of your investigators, to a shipment made by Bunge Corp. on wheat 
that they bought from the Ulhmann Grain Co., f. 0. b. steamer? 

Mr. BacuMann. Yes, sir. 

Mr. Mosxovirz. And f. 0. b. steamer means when you buy from 
an interior elevator? 

Mr. BacHMANN. My interpretation of on-board is that 

Mr. Mosxkovirz. In other words, you buy a wheat from an elevator 
and you take title to it when it goes on board so it is wheat of Ulhmann 
Elevators from the time it leaves the elevator or wherever they have 
it to the time it gets on board. 

Mr. BacuMann. That is right. 

Mr. Mosxovirz. And from that time on the Bunge Corp. takes 
Vir. BACHMANN. Yes. 

Mr. Mosxovirz. The only people concerned in the purchase and 
e are the Ulhmann Elevator people who have title to it until it 
: | 19 


s on board: 

Mr. BACHMANN. Yes. 

Mr. Mosxovirz. And then at that time, it becomes the wheat of 
the Bunge Corp.? 


Mr. BACHMANN. Yes. 

Mr. Moskovirz. And from this letter, do you understand, as I do, 
that somebody broke a seal on some bonded wheat and put that in 
that shipment instead of the wheat that came from Ulhmann Elevator? 

Mr. BAcHMANN. No; that is not my understanding of it. There 
were any number of in-bond shipments in the Houston area and it got 
on ships that went out under the International Wheat Agreement. 

Mr. Mosxovirz. I am talking about the Bunge Corp., what hap- 
pened to the other exporters, | am not concerned with. But, the 
Senator will get that from the other exporters—that you have casually 
described this transaction at the beginning, and I want to get the 
detailed facts in the record. Will you please answer the question? 

Mr. BacuMaANnnN. That was Bunge Corp., whether it was with any 
other company, that was the Bunge Corp., whether it was with any 
other Bunge shipments or not. 

Mr. Mosxovirz. I am talking about the 5,000 bushels of Canada 
wheat on the steamship Poly Trader in connection with a purchase of 
grain that was made by the Bunge Corp. from the Uhlmann Elevator, 
f. o. b. steamer. 

Mr. BacuMann. My point is this, Mr. Moskovitz, if that is Cana- 
dian wheat and subsidies were claimed, there was 5,000 Canadian 
bushels of wheat on there on which subsidy was paid and I think im- 
properly. It may have been entirely innocent. 
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Mr. Moskovirz. Isn’t that the case in this situation? 

Mr. BacuHMANN. I don’t know. 

Mr. Mosxovirz. Did he so inform you? 

Mr. BacuMann. I don’t believe so. 

Mr. Mosxovirz. Will you read the reply to that letter from Bunge 
Corp., to the Stone Forwarding Co., dated September 11, 1951? 

Mr. BacuMann. Yes. This is to the Stone Forwarding Co., 
Houston, Tex., to the attention of Herman F. Webber. Re steam- 
ship Poly Trader, our reference 51-1175, reading as follows: 


We have before us your favor of September 5, under the above heading and 
no doubt you can readily understand that we certainly do not wish to have a 
controversy with the United States Customs, neither, of course, do we wish to 
have filed a fraudulent return, and of course beyond everything, we do not wish at 
any time in the future that the Customs could think by reading the records that 
Bunge Corp. or you on behalf of Bunge Corp. should have filed a fraudulent return 
Whereas from the contents of your letter it seems to be quite obvious that the 


a . . - o 1 3 3 } 
Customs authorities are fully aware of what actually happened, may we suggest 
that the United States Customs write Bunge Corp. a letter stating that upon 


investigation they found that through an error of the elevator 5,000 bushels of 
bonded grain was loaded out in Bunge Corp. cargo and even though Bunge’s were 
not aware of it, it actually took place and therefore 5,000 bushels of bonded grain 
was shipped against our own Customs entry, and therefore, in order to assist the 
Customs, Bunge Corp. should be asked in that letter to file an amended declara- 


tion and pay the refund of subsidy on that part of the grain which was not entitled 
to subsidy. 

Once we have such a letter from the Customs, of course, it should be made 
clear that we were not at fault at any time, and after we receive payment from 
the third party involved for the amount assessed, we shall be most glad to authorize 
you to file an amended declaration on our behalf. 


Until we are in possession of the above-mentioned letter in which the Customs 
clearly express that we were not at fault, we cannot authorize you to file an 
amended return as it might throw a bad light upon ourselves, which we must of 


course avoid and in all circumstances. 
Yours very truly, 
BuNGE Corp 
JacK MEYER, 


RoBperT F, STRAUB. 


Senator Torr. What is the date of that letter, Mr. Bachmann? 

Mr. BacHMANN. September 11, 1951. 

Mr. Mosxkovirz. Will you read the reply of the Stone Forwarding 
Co., Houston, Tex., to the Bunge Corp., 42 Broadway, New York, 
N. Y., for the attention of Mr. Robert F’. Straub: 


Re steamship Poly Trader, our reference 51-1175 
GENTLEMEN— 


Will you read that, please? 
Mr. BacuHMANn. Yes. [Reading:] 


We refer to your letter of September 11 with reference to the filing of corrected 
export declarations in connection with wheat on board the above vessel. A 
copy of this letter was delivered by us to the collector of customs here with request 
that he furnish a letter as required by you. Up to this time, we have no reply 
from the collector and in discussing the matter with him on several occasions 
he advised that your letter was sent to the collector of customs at Galveston for 
instructions. Up to the present writing the collector of Houston has had no 
reply from Galveston and will give no decision until such reply is received. He 
is requesting Galveston to acknowledge his letter and as soon as we hear from him 
we will advise you further. 

Yours very truly, 
STONE FORWARDING Co. 


It is signed by Herman F. Webber. 
It is written on the right upper corner, ‘‘passed copy out to Uhlmann, 
Fort Worth, 10-25-51 SK.” 
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Mr. Mosxovirz. Have you seen where the Bunge Corp. bought the 
grain they put on the Poly Trader? 

Mr. BacuMann. My recollection is that I went over all the working 
papers in connection with it at that time. 

Mr. Mosxovirz. Does that look familiar? [Handed a document.] 

Mr. BacHMANN. It does not register at the moment, but I wouldn’t 
be a bit surprised if I had seen it before this. 

Mr. Moskovirz. It provides for forty or sixty thousand according 
to this of hard winter wheat, f. o. b. steamer, Houston; is that correct? 

Mr. BacHMANN. If you are reading the document, I will take your 
word 

Mr. Mosxovirz. That is what your recollection of what it shows; 
is it not? 

Mr. BacHMANN. Yes, sir. 

Mr. Mosxovirz. I would like to look at the copy of a wire dated 
January 19, 1951, and ask you if you have seen it before in the course 
of your investigation? 

Mr. BacHMANN. It does not register. I may have seen it. It does 
not register. I have seen so many and to pick out one document, 
unless it is a most significant one, it wouldn’t register in my memory. 

Mr. Mosxkovirz. I am quite in sympathy with you, having to testify 
from memory, but you—do you question that Uhlmann sold 1,242,000 
bushels of wheat against those contracts within what I told you? 

Mr. BacuMann. No. 

Mr. Moskovirz. F. 0. b. steamer? 

Mr. BacuMann. I don’t question it. 

Mr. Mosxovirz. That is the amount that was actually loaded? 

Senator Tuyr. Let’s have the contents of this telegram so that we 
may know what is in the telegram and the record may contain the 
information. Hand it over to Mr. Bachmann 

Mr. BacHMANN. I think your eyes are better than mine. 

Mr. Mosxovirz. I will spare you that. 

Senator Tuysr. Let’s have it. 

Mr. Mosxovirz. Via Uhlmann’s private wire, addressed and 
written by J. A. Benjamin, to McNamara, Milne, and Patrick: 


Tell Bunge Fort Worth completed loading January 18 at Houston, steamship 
Poly Trad 142,000 bushels of wheat against contracts 6904, 6938, total amount 
$372,035 Fort Worth mailing invoices with details Have also loaded against 
contract 6906 for same steamer 35,851 bushels of milo, total inventory $52,801.74. 
When invoices received kindly transfer money to Chicago for our account to the 
Continental Illinois Bank, covering both wheat and milo 


Milo is corn? 

Mr. BacuMANN. Milo is a small seed corn that is similar to grain. 

Senator Tuyr. It is grown in the Southwest. 

Mr. Mosxovirz. I should not have asked these questions. The 
Senator knows these terms better than I do. 

Senator Tuyr. Let’s proceed. 

Mr. Mosxovirz. The total was shipped f. 0. b. Uhlmann—f. o. b. 
steamer by Uhlmann and it was only some months after the vessel 
departed that Stone Forwarding Co. told us that somebody had 
broken a bond and seal and put it in the place of the wheat that 
Bunge was buying. 

Mr. BacuMann. That is not my recollection. 

Mr. Mosxkovirz. What is your recollection? 
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Mr. BacuMann. I don’t recall that the bond was broken. At 
that time they had already been blending and mixing Canadian grain 
into export vessels and the way I remember it was that you had 
broken the bond. I don’t recall in any of our investigations that 
term exactly, or the significance of that term within the picture. 1 
don’t recall it that way. 

Mr. Moskovitz. Isn’t that what Stone Forwarding Co. was 
writing, and is it this wheat, the Customs elevators were aware of it, 
but at the time did not question it? 

Mr. BucuMann. That is right. 

Mr. MoskKOVITzZ. So this wheat, when it was loaded was 1n bond? 

i [r. BACHMANN. Yes, in the elevator, in bond it elevators under 
the United States Customs, sealed, and in order for someone to get 
into it, the bond had to be broken’ 

Mr. BAcHMANN. But the customs agent, as I recall it, was there. 
You mean break physically? 

Mr. Mosxovirz. Yes. 

Mr. BAcHMANN. Yes. 

Mr. Mosxkovirz. And in order to get wheat out of bond and make 
a custom entry for consumption? 

Mr. BacHMANN. Not if it is going into export. That wheat was 
not taken out of bond at that time. It was subsequently that the 
Transit Grain Co. took approximately, as I recall, a little less than half 
after it was out of bond and they were blending it into shipments that 
were going out as export from bond. 

Mr. Moskovirz. Was that done by Bunge Corp’s. instructions? 

Mr. BacHMANN. No. 

Mr. Moskovitrz. Did the investigation disclose that 

Mr. BacHMANN. No. 

Mr. Moskovirz. Did they know the Transit Grain Co. wheat was 
being mixed into the wheat? 

Mr. BacHMANN. Not that I know of. 

Senator Toye. In order that the record be perfectly clear, m the 
event this grain in bond was going out for export purposes, going to a 
foreign country, then it would not have to be reported or any duty paid 
on it if it was just simply elevated from the elevator into the ship? 

Mr. BacuMann. That is my understanding 

Senator Turse. The question is: Where was the ship going and to 
whom was the cargo gome? 

Mr. BacuMaAnn. And it was the International Wheat Agreement 

Senator Toye. And it was IWA, and that is the question 

Mr. BacuMANn. That is right. 

Mr. Guinane. Are you finished? 

Mr. Mosxovirz. I have a few more questions. You mentioned 
earlier, Mr. Bachmann that vou had 16 concerns that vou were looking 
into of which these 16 bought wheat either from Kellogg or Bunge 


» 


Corp.? 
Mr. BACHMANN. | look at three of them. L look on this tl Ing as a 
practical individual, without the fine legal dese ription between the 


organizations. 
Mr. Mosxkovirz. Your job is to develop the facts and you let the 

lawyers and Senators interpret them. 

Mr. BacuManNn. That is right. 
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Mr. Mosxovirz. For the sake of clarity, these 16 concerns bought 
wheat from the Bunge Corp.? 

Mr. Bacumann. Of the concerns, all of those, of the 20, 16 approxi- 
mately got all or part of their wheat from Bunge Corp. I say approxi- 
mately for a very good reason. For instance, one of the firms, Red 
Wing Milling Co., and there are other firms who bought wheat from 
Bunge, processed it, sold it but claimed no subsidy, but to whom they 
sold it claimed subsidy. 

Senator Taye. Have you information as to whom they sold it? 

Mr. BacuMann. Oh, yes, we have traced it all the way. 

Senator Torr. Can you give for the record, to whom they sold it, 
the Red Wing Milling Co., for instance? 

Mr. BacumMann. The three firms to whom Red Wing Milling Co. 
sold wheat on which subsidy was claimed and who processed this 
wheat on which subsidy was claimed 

Senator Tuyr. It was processed by the Red Wing Milling Co. and 
sold to whom? Have you the name of the company they sold to? 

Mr. BacuMann. I have the names here. Rozell Export Co., New 
York. Another one, as I recall, was Sinason-Teicher. 

Senator Tuyr. And this company claimed subsidies on the same 
flour that went into foreign trade? 

Mr. BacuMann. That is right. 

Senator Tuyr. Under the International Wheat Agreement? 

Mr. BacuMANN. Yes; that is right. I have a third. 

Senator Tuy. I had agreed with the reporter to adjourn for a 
5-minute recess. We will take a 5-minute recess and at a quarter to 
4 we will resume. 

(Thereupon, a 5-minute recess was taken.) 

Senator Ture. If the committee will come to order, please, we will 
proceed. You may continue your answer. 

Mr. BacuMann. Pillsbury Flour Mills is the third company. 

Senator THyr. You may proceed. You were asking him what 
companies. I see no reason to drag the names of all these companies, 
to which you say Bunge Corp. of Kellogg Millmg Co. or Hallet & 
Carey sold Canadian wheat. 

Mr. Mosxovirz. Do you know whether they bought wheat from 
others beside these three companies? 

Mr. Bacumann. I know they did. 

Mr. Mosxkovirz. How about some of the others? 

Mr. Bacumann. I don’t know if Red Wing got any Canadian 
wheat from anybody else. Pillsbury may have, I believe. 

Mr. Moskovirz. How about the others? How about the 16 others? 

Mr. BacHMANN. Some of them imported some of the wheat on 
their own. I don’t recall any other company except the Sinason- 
Teicher, that got theirs from more than one company. 

Mr. Moskovirz. But some of the others went directly to Canada 
to get it? 

Mr. BacuMann. Some of the others went directly to Canada to get 
this wheat. 

Mr. Mosxovirz. There were a few companies that did that? 
There were not very many that got their wheat out of Canada? 

Mr. Bacuman. I don’t believe so. 

Mr. Mosxkovirz. Now, you mentioned the Flour Mills of America, 
some million-some-odd bushels of wheat of which about one-fourth 
was let out by the Bunge Corp.? 
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Mr. BacuMann. About a quarter of a million. 
Mr. Moskovirz. Did they get the rest from Canada? 

Mr. BacuMaAnn. They imported their own. 

Mr. Moskovirz. Did this wheat they bought come from Canada, 
or was it not Canadian wheat? 

Mr. BacuMann. No. 

Mr. Mosxovirz. It was exactly the same kind of wheat they 
bought from the Bunge Co., was it not, Mr. Bachmann? 

Mr. BacuMann. I would have to refer to the man who made the 
investigation for such details, if I may. 

Mr. Moskovirz. You have not the information here, have you? 

Mr. BacuMann. The details, Mr. King can tell you and he is here, 
who made the investigation. 

Mr. Mosxovirz. Who is Mr. King? Will you tell us on the record, 
so that you can refer to him, or would you rely on Mr. King’s state- 
ment? 

Mr. BacuMann. I would like to rely on it, if he has time to dig 
it out. 

Senator Tuy. Can you lay the record before Mr. Bachmann, sir? 

Mr. Kennera Kina (Office of Compliance and Investigation, Pro- 


duction and Marketing Administration, U.S. Department of Agricul- 
ture, Chicago, Ill.): Yes, sir. 
Mr. Moskxovirz. Is it the same kind of wheat, frost-damaged 


wheat? 

Mr. BAcHMANN. Yes. 

Mr. Mosxkovirz. I am not trying to be technical about this. 

Senator Taryn. How many more questions do you have of 
Mr. Bachmann? 

Mr. Mosxkovirz. Mr. Bachmann brought up this flour transaction 
and he was very incomplete in his reference to it and | believe it should 
be cleared up. Iam sure that the Senator would really be interested 
as it involves a very substantial sum of money 

Senator Tuy. Proceed. 

Mr. Gurnang. Are you familiar with the details of the flour trans- 
action to which you testified, Mr. Bachmann? 

Mr. BacuMANN. I reviewed that report myself very carefully be- 
cause it was the initial report and I knew I was going to get into the 
matter further. I did not make the investigation 

Mr. Guinane. But you are fully familiar with the investigation as 
it is disclosed? 

Mr. BacuMann. Yes; I was very familiar. It has grown somewhat 
hazy now. 

Mr. Guinang. And you have attempted to tell the Senator what 
you wanted to about that transaction? 

Mr. BACHMANN. Yes. 

Mr. Gurnanz. Can you give us the story briefly? 

Mr. Bacumann. I couldn’t in a minute. 

Mr. Mosxovirz. Let’s see if we can develop it I think the Sen- 
ator would like to have it. I am guessing that he would. Thatin- 
volved a shipment of 400,000 bae's of flour to Germany? 

Mr. BacuMann. Do you mean the sale of the Flour Mills of 
America? 
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Mr. Mosxkovirz. The sale that Bunge made of 400,000 bags of 
flour? 

Mr. BacHMANN. Yes, sir. 

Mr. Mosxkovirz. Now, when this contract was made, do you know 
the nature of it? 

Mr. BacHMANN. Generally, I know the contract was made with 
the German Government directly between the Bunge Corp. and the 
German Government. 

Mr. Moskovirz. Bunge acted on a commission basis buying that 
flour? 

Mr. BacHMANN. I recall that. 

Mr. Mosxovirz. Bunge was doing this on a commission basis for 
Germany? 

Mr. BacuMann. Yes. 

Mr. Mosxovirz. That was made out under the IWA? 

Mr. BacHMANN. Yes, sir. 

Mr. Mosxovirz. The M.S. A.? 

Mr. BacHMANN. Originally. 

Mr. Mosxovirz. That was made in the office of New York? 

Mr. BacHMANN. That is right. 

Mr. Mosxovirz. And New York did what they could to obtain it 
on the German account? 

Mr. BacuMann. Yes; I presume so. 

Mr. Mosxovirz. And when we talk of the German Government, 
we talk about West Germany, we are talking about that part of 
Germany t 

Mr. BACHMANN. Yes. 

Senator Tuyr. The question I want to find out is: Is this same 
flour that vou are referring, the flour that a subsidy was paid on? 

Mr. BacuMann. That is what I believe 

Mr. Mosxkovirz. That is what I want to develop here. That is 
exactly it. Didn’t the Bunge Corp. become the broker here to buy 
that flour? 

Mr. BacuMann. They got the flour, as I recall from 11 different 
mills 

Mr. Mosxovirz. I didn’t ask you that question. They didn’t 
buy the flour directly from the mills, did they, Mr. Bachmann? 

Mr. BacuMann. That is my recollection at the moment. 

Mr. Mosxovirz. Let me refresh your memory. Did they com- 
municate with brokers, regular flour brokers, and order the flour? 

Mr. BacuMann. I| think that is the way it happened. 

Mr. Moskovirz. They communicated with Mr. X, Mr. Y, and Mr 
Z, and not the Flour Mills of America, that is correct, isn’t it? 

Mr. BacuMann. That is my recollection. 

Mr. Mosxovirz. And they said Mr. X go out and buy some bags 
of flour at the best available price that you can. 

Mr. BacHMANN. I am talking about these things and it has been a 
long time ago. It has been a vear ago 

Mr. Moskovirz. Would you refresh your recollection; it is highly 
important. I want the true facts on the record. 

Mr. BacuMann. It would be in the New York file and all I have 
here is the Flour Mills of America report and I don’t have the New 
York file on the investigation made in the Bunge office of New York 
on that point. 
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Mr. Mosxovirz. Let’s reserve that point for th au 
I don’t want to have you testify about anything you don’t know 
anything about. 

By the way, would vou be in Galveston 

Mr. BacHMANN. I was planning to 

Mr MOSKOVITZ. Wi ll we have ul til then to deve lop this 

Senator Tuyr. We will have to obtain the information. and we 
can get the files on New York as you are now unable to refer to ther 
except from in memory. 

Mr. Bacumann. I will get the full details and I will then reply to 
these questions. 

Senator Tuyr. Did Mr. King lay anything before you that would 
give you any further light on that question? 

Mr. BacHMANN. He laid before me a confirmation of purchase 

Mr. Moskovirz. Is that a Bunge confirmation of purchase for 
Germany? 

Mr. BacuMANN. They are the purchasing agents 
Government. It is a confirmation of 1,455,000 bushels of nonenriched 
hard wheat, 80 percent extractions, listing the various firms from 
whom the full quantity was acquired. 

Mr. Moskovitz. How many firms? 

Mr. BacHMANN. Eleven of them 

Mr. Moskovitz. Now at the time this flour was boucht throu 
brokers in the Middle West, this was not an International Wheat 
Agreement or MSA contract? 

Mr. BacuMann. That is right 

Mr. Moskovirz. When did the switch oceur? 

Mr. BacuMANN. I don’t recall how the question developed or arose 

Mr. Mosxovirz. You don’t recall how the question developed o 
arose? 

Mr. BacHMANN. No. 

Mr. Moskovitrz. When did it occur? Was it not a fact, after 
some of the flour had been shipped? 

Mr. BacnMann. That I don’t recall 

Mr. Mosxkovirz. Will you check back and refresh your recoll 

Mr. ,ACHMANN. \s | stated | will rel all he detail by th Lime 
we arrive in Galveston. 

Mr. Mosxovirz. Would you check whether or not those things 


{ 


xr the German 


are true. I can see the statements you hav made here, and thes 
statements you have made rather hastily, it is a long time since you 
have seen the report. We will reserve the questions We will also 
ask you if you will also check whether or not it was a fact the sugges- 
tion to change this to a MSA shipment was at the suggestion of the 


MSA people or the German Government? 

Mr. BACHMANN. The sugcestion was made at thre insti tion of 
the German Government or the MSA. The conference that was 
held with Mr. Cruzy, of the Department of Agriculture, as I recall it, 
his stand was that he saw no objection to includine it under the 
IWA. 

Mr. Mosxovirz. It was then? 

Mr. BacHMANN. He saw no objection from transferring it fron 
MSA to IWA. He saw no objection to that 


Mr. Moskovitz. Itstarted out asnon-MSA and non-IWA shipment‘ 
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Senator Ture. Wouldn’t it be true, that the German Government 
or the MSA folks—were this wheat a Canadian frost-damaged wheat 
that was mingled with domestic wheat—would be absolutely innocent, 
so far as the ordering of the wheat is concerned, that they were then 
in ignorance of the fact that this was imported feed wheat? 

Mr. BacumMann. So they were. 

Senator Tuyr. The fact of the matter is, we have got to have this 
file from the Department that will give us positive information about 
all of this. We are just consuming a lot of time here this afterncon. 
We are not able to pin it down to any specific reference or any specific 
information as the files would disclose it. I don’t want to prevent you 
from developing whatever you want to develop, but I am not going 
to let this afternoon be consumed by your examination of Mr. Bach- 
mann when Mr. Bachmann does not have the files here. 

Mr. Mosxovirz. I would not have asked Mr. Bachmann one single 
question if he had described the transaction completely or accurately. 

Senator Tuyr. So far as this matter is concerned, Mr. Bachmann 
will obtain the files that will have all the information. What we are 
going to do here is to continue to interrogate the witnesses who were 
subpenaed for this hearing and we are not going to have you use the 
balance of this day in cross-examination of this witness. 

Mr. Mosxovirz. I want to make it clear so you will have an open 
mind on this particular transaction. I think it is clear that Mr. Bach- 
mann has not given the full details of this transaction. 

Senator Toye. We will proceed with the hearing at this time. 

Mr. Mosxovirz. There was no transaction between the wheat we 
bought and the flour we sold, and we will disclose it when it is fully 
developed. 

Senator Tuyr. I am not satisfied that they are innocent of it 

Mr. Mosxovirz. You have not had all the facts, Senator. 

Mr. Gutinane. There is one question 1 would like to ask Mr. 
Bachmann. 

Senator Tuyr. Go ahead. 

Mr. Gurnane. Do you have any information that the flour pur- 
chased by Bunge Corp. from the Flour Mills of America contained 
purchased Canadian wheat 

Mr. BacHMANN. Yes; it did contain Canadian wheat. Pardon me, 
Mr. Guinane: That is flour purchased by Bunge from the Flour Mills 
»f America that contained Canadian wheat flour. 

Mr. Gurinane. Was that manufactured from Canadian wheat? 

Mr. BacuMann. The specific flour that was sold, that my mind is 
not clear on, I would have to check. I misunderstood that. Your 
question was whether or not the Flour Mills had manufactured flour 
from ¢ re wheat, that was my understanding of the question. 

Mr. GuinaNne. My question was whether or not your division had 
evidence that the flour which was purchased under this contract by 
Bunge from Flour Mills of America contained flour which had been 
manufactured from Canadian wheat. 

Mr. BacHMANN. I am not sure. 

Mr. Guinane. You don’t know and we will just pass it up then. 

Mr. BacuMANN. I don’t know at the moment. I would want to 
check. 

Senator Tuyr. We must get the file so we cease guessing at the 
question. We are going to have the facts here, as the files will disclose 
them. Are there any other questions. 
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Mr. Guinan. Mr. Moskovitz read this letter from Stone Forward- 
ing Co. of Houston to Bunge Corp. wherein Stone Forwarding Co. 
states: 

As we mentioned, the Transit Grain Co. of Fort Worth have had a quantity of 
this Canadian wheat shipped here in bond. In error the Houston Public Elevator 
called for a withdrawal of grain for mixing and the quantity mentioned above was 
mixed in the grain loaded in the above-named steamer Chis was an oversight on 
the part of the elevators since the Transit Co. were not making delivery to the 
vessel as the entire quantity was supplied by the Uhlmann Elevator Co. of Texas. 

Does your division have information that a certain amount of 
money had been paid to the elevator operators at Houston for mixing 
this Canadian grain? 

Mr. BacHMANN. Yes, sir. 

Mr. GuinangE. What was the amount paid to the superintendent? 

Mr. Mosxovitz. What does this have to do with us? 

Mr. BacHMANN. The amount that was paid was $118,700. 

Mr. Guinane. Have you any information on the Stone Forwarding 
Co. giving any moneys to the elevator operators? 

Mr. BAcHMANN. Yes, sir. The Stone Forwarding in 1951, $4,800. 

Mr. Gurinanz. Did Uhlmann Elevator pay any money to the Hous- 
ton Elevator? 

Mr. BacuMann. Yes; from 1948 to 1952, Uhlmann Elevator paid 
the Houston Elevator $16,900, to Mr. Fellrath. 

Senator Ture. Is that all of the questioning? 

Mr. Gurinane. That is all. 

Senator Toys. That is all of the questions. 

Mr. Robert J. Henderson will be called next. Mr. Henderson has 
been sworn, so you may proceed with your questions. 


TESTIMONY OF ROBERT J. HENDERSON, VICE PRESIDENT AND 
MANAGER, BUNGE CORP., MINNEAPOLIS, MINN,—Resumed 


Senator Tuy. Proceed. 

Mr. GuinaNne. You were assistant to Mr. Kellogg in 1951 and part 
of 1952? 

Mr. Henperson. That is correct, sir. 

Mr. Guinane. Did you have anything to do during that period 
with making arrangements with Forwarders at Galveston, Tex., or 
with elevator operators in Galveston, Tex., to mix out Bunge wheat? 

Mr. HenpeErson. No, sir. 

Mr. GutnaNne. You had no direct connection at all with them? 

Mr. Henverson. No, sir. 

Mr. Guinane. As far as you know were those negotiations carried 
on by your Kansas City office? 

Mr. Henverson. I would think so, sir. 

Mr. Gutnane. Do you have any personal knowledge that money 
was paid to Forwarders or to a Galveston elevator by Bunge Corp. 
for mixing out this Canadian wheat? 

Mr. Henperson. No, sir. 

Mr. Gurnane. As far as you know, were those negotiations carried 
on by your Kansas City office? 

Mr. Henperson. I would think so, sir. 

Mr. Gurnane. You do not? 

Mr. Henperson. No, sir; that is about all I can say. 

Mr. Guinane. That is about all I have to ask Mr. Henderson. 
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Mr. Mosxovirz. May I ask Mr. Henderson one question? 

Senator THyr. Yes, indeed. 

Mr. Mosxkovirz. Are these documents taken from the files of the 
Bunge Corp.? 

Mr. Henperson. Yes, sir, they are. 

Mr. Mosxovirz. Do they represent sales of Canadian wheat to 
various people? 

Mr. Henperson. Yes, sir, it is 

Mr. Mosxovirz. I don’t want to encumber the record. Can we 
deem it necessary that they be part of the files. It is not necessary 
they be physically a part. 

Senator Tuyr. That is all of those documents that are in a bundle 
right there? 

Mr. Mosxovirz. Yes, sir. 

Senator Tuyr. That is what you are asking for? 

Mr. Mosxovirz. Yes. 

Senator Tuyr. We will refer to them in the record. However, if 
any one of you deemed it would make the record more important and 
more intelligent to the reader, it will be incorporated. 

Mr. Mosxovirz. I think I can summarize them briefly because | 
know the record will be long ( nough, as it Is. 

Senator Ture. All right, summarize them for the record. 

Mr. Mosxovirz. These are representative sales invoices and the 
like, such as this one is to Commander Larrabee, f. 0. b., Duluth; 
Norris Grain, Canadian No. 6; Green Milling, Canadian frosted dam- 
aged, 57 and 15 percent damage; Burdic Grain, No. 6 wheat, Cana- 
dian; Archer Daniels Midland Co., sample grade, at $2 per bushel, 
No. 5 wheat, Canadian; again Archer Daniels, excess 30 percent dam- 
age, No. 6, Canadian; Doeboy feed wheat; Osborne McMillan, Cana- 
dian No. 5 wheat. Osborne again; Moorhead Seed & Grain, Canadian 
frost-damaged wheat, 50 or better; General Mills, S. G. Northern 
Spring, Canadian origin. I think that is enough to do it. 

Senator Toye. Mr. King you will be our next witness, I believe. 

Mr. Gurinane. That is all, Mr. Henderson. 

Senator Toyz. Mr. King, you have not been sworn, but we want 
to ask you a few questions, so you will raise your right hand? 

(Mr. King is sworn. 


TESTIMONY OF KENNETH KING, OFFICE OF COMPLIANCE AND 


INVESTIGATION PRODUCTION AND MARKETING ADMINIS- 
TRATION, UNITED STATES DEPARTMENT OF AGRICULTURE, 
CHICAGO. ILL. 


Senator Tuyr. You may proceed. 

Mr. Guinange, Your name is Kenneth King? 

Mr. Kine. Yes. 

Mr. Gurnane. And you are a special accountant of the Office of 
Compliance and Investigation of the United States Department of 
Agriculture? 

Mr. Kina. That is right. 

Mr. Guinane. And you made an investigation in connection with 
the sale of wheat by Bunge Corp. to Flour Mills of America? 

Mr. Kine. Yes. 

Mr. Guinane: And of the repurchase of flour by the Bunge Corp. 
from the Four Mills of America, have you? 
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Mr. Kine. Yes; on the flour only, as it affected the Flour Mills of 
America. 

Mr. Guinan. Now, on the flour that was sold by the Flour Mills 
of America to the Bunge Corp., did that flour contain—was that flour 
manufactured in part or the whole from Canadian wheat unfit for 
human consumption? 

Mr. Kina. Yes. 

Mr. Guinane. And where did you get that information? 

Mr. Kina. From the Flour Mills of America 

Mr. Gurnane. And did they tell you where they obtained the 
Canadian wheat from which they manufactured the flour they sold 
to the Bunge Corp.? 

Mr. Kina. Yes; from the Bunge Corp., of Minneapolis. 

Mr. Gurnane. That is all. 

Mr. Mosxovirz. I don’t want to delay this hearing, I think Mr 
King is talking about the same transaction Mr. Bachmann was, and 
since we are going to develop this further, I want to make the same 
comments. ‘This is a cross-section 

Senator Tuyr. Mr. King answered every question that was asked 
in a positive manner. He never referred to the fact that he couldn't 
recall and every question asked of Mr. King was answered in a positive 
way. 

Mr. Moskovirz. Mr. King will be available in Galveston? 

Mr. BacuMann. Mr. King has to be in court in Dallas on Monday. 
He will be in Dallas, Tex., next Monday. 

Senator Toys. Mr. King answered in the affirmative every question 
that was asked him. He held no reservation on either his reply or on 
the question and he was under oath. If Mr. King needs to be called 
on it in some future time, Mr. King can be reached. 

Mr. Mosxovirz. All of the questions involving this transaction have 
not been asked of Mr. King. 

Senator Tuyr. We have asked these questions of Mr. King and he 
has answered us in the affirmative, and in the event we need any 
further information, why the committee will find Mr. King and make 
him available so that will be taken care of 

We are conducting this committee hearing. You are not, M1 
Moskovitz. I am sorry to inform you that you are not running this 
committee this afternoon 

Mr. Mosxovirz. | appreciate 

Senator Tuyt. We have given you the privilege to participate and 
I have been most patient, 

Mr. Mosxovirz. I certainly do appreciate it, and 1 want to say 
that for the record. 

Senator Turn. Mr. Sassman will be sworn, now. 

(Mr. Sassman is sworn.) 


TESTIMONY OF GEORGE A. SASSMAN, HALLET & CAREY LTD., 
DULUTH, MINN. 


Senator THyb. You may question. 

Mr. Guinant. Mr. Sassman, I want to show you a photostatic 
copy of a transportation entry and manifest of goods subject to 
customs inspection and permit. These are entries 4, 5, 6, and 7, and 
I will ask you if you have seen those before? 

Mr. SassMan. Yes, I have. 
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Mr. Guinant. Have you seen those? 

Mr. SassMan. Yes, sir. 

Mr. Guinane. Tell us the circumstances in which you signed these 
entry documents? 

Mr. SassMAn. Well, I signed them on the authority from the 
Minneapolis office. 

Mr. Gutnane. You are the employee of Hallet & Carey? 

Mr. SassMan. That is right. 

Mr. Guinane. The manager of the Hallet & Carey Duluth office? 

Mr. SassMan. That is right. 

Mr. GuinaNne. You were doing this for the Kellogg Milling Co.? 

Mr. SassMan. That is right. 

Mr. Gutnane. Did you have any instructions as to how these 
manifests should be made out? 

Mr. SassMan. No. 

Mr. Gurinane. Mr. Svensson made all the manifests; is that 
correct? 

Mr. SassMAn. Yes. 

Mr. Gurnane. Ordinarily, he would sign them? 

Mr. Sassman. I don’t know. 

Mr. Gurnane. How did it happen that you signed them? 

Mr. SassMaNn. I had authority from the Minneapolis office to sign 
them. 

Mr. Gurnang. Who requested you to sign them? 

Mr. Sassman. Mr. Vosika. 

Mr. Gurinane. Why did he tell you to sign them instead of Mr. 
Svensson? 

Mr. SassmMAn. I wouldn’t know. 

Mr. GuinaNne. Did you have any conversation with Mr. Svensson 
at the time of signing these documents; do you remember? 

Mr. SassmMan. I don’t recall. 

Mr. Guinane. Was it because Mr. Svensson was hesitant about 
signing these documents because of the way they described the wheat? 

Mr. SassmMAn. There was nothing said at the time. I wouldn’t 
know. 

Mr. Gutnanz. Do you know what kind of wheat these documents 
covered? 

Mr. Sassman. I signed them, to the best of my knowledge it was— 
to the best of my knowledge it was wheat. 

Mr. Gurnane. Didn’t you have personal knowledge that it was 
wheat for this country that was unfit for human consumption? 

Mr. SassmMan. Not personal knowledge. i 

Mr. Gutnane. Mr. Vosika simply told you to sign some docu- 
ments that Mr. Svensson had? 

Mr. SassmMan. That is right. 

Mr. Gurnane. Had you done that before for Mr. Svensson? 

Mr. Sassman. Not that I recall. 

Mr. Gutnane. That is all the questions I have. 

Senator Tuyr. That is all, Mr. Sassman; thank you. 

Inasmuch as the committee has called on the witnesses that we 
wanted to hear this afternoon, and we have heard the witnesses, now 
Mr. Moskovitz, if you should desire to clarify the record in any 
manner as the counselors for the Bunge Corp. or any of the other 
parties, why, we will proceed for at least another 20 minutes or 
15 minutes. 
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Mr. Mosxovirz. I had not expected this unexpected courtesy. 
Senator Toyz. You will find us always trying to be courteous. 

Mr. Moskovirz. This is an additional unexpected courtesy. 

Senator Tuyr. We had these witnesses that we wanted to hear 
and we have heard them. Now we can return to you to extend to 
you further courtesies. We will put it that way, sir. 

Mr. Moskovirz. It is very difficult for an attorney to relate things 
that are told to him, because as the Senator knows, that is the rankest 
kind of hearsay and the best way to produce evidence is when you 
have a man who makes a statement take the witness stand and 
testify so, 1 don’t feel I personaily can or am in a position to testify. 

I just recall one thing that one statement that I did make about 
which I was apparently in error, but it happens to stick in my mind. 
I mentioned in-bond shipments and the problem of the Department 
of Agriculture, making an inspection at the port of entry and that is 
the one that governs for the purpose of determination of the duty and 
apparently as Mr. Vaughan and Mr. Horan testified to, that every 
time a customs man handles a shipment he makes an additional 
inspection. Not, that this is important, but it does show the care 
with which customs exercises and does its work in seeing to it that 
the shipments remain in bond and remain under the proper classifica- 
tion all the way through. 

I think also, Senator, that Mr. Bachmann, very fairly, stated that 
the Bunge Corp. have never denied any information on any subject, 
including this one and that he and his staff, the customs people and 
Mr. Guinane, and everybody have had full access to our files without 
subpena. 

It is not particularly important as far as the facts are concerned, it 
does show what our attitude about this whole affair is. I want to 
make it absolutely clear. I also ask open minds on the Flour Mills 
of America transaction about which I feel very strongly because that 
is the one transaction that is so clear and so unequivical that the story 
told by Mr. Bachmann left a misleading impression. He only told 
half the story or one-fourth of the story, and when I started asking 
detailed questi: yns he had not read the file in over a vear. Any thing 
he told the Senator was on a basis of hazy recollection, as he himself 
is the first to admit. I think with your permission we will bave an 
opportunity to go into that matter again in Galveston, where the whole 
story will be brought out. 

Senator Toye. Does Mr. Bachmann care to make a reply to that? 
Mr. Bachmann is one of the officials of the Department of Agriculture 
and for that reason, he has a duty and a responsibility. If Mr. Bach- 
mann cares to make any reply or if he cares to add anything to what 
he had previously stated, why he has the liberty to do so. If not, we 
will close the hearing here for this afternoon. 

Mr. BacumMann. I don’t know what way the questioning here has 
been going and my testimony was Anse d to be brief and give just 
a number of general highlights, so the situation as a whole can be 
understood. 

As I stated, I did go over the Flour Mills of America report and 
some other documents and the file, and I went over that very carefully 
and at the time, as I recall it, it was almost a year ago, I had the 
story in detail pretty well in my mind. 

However, since that time, I have been exce ptionally busy not only 
in connection with the Canadian wheat investigation, but in connec- 
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tion with shortages. I have gone over so many reports that I just 
can’t remember the details 

Senator Tuyr. But you will obtain the files and you will have the 
members of vour staff supply such other information and records that 
may be necessary at the Galveston hearing, such as the record that 
Mr. King had in his hands when he answered the few questions? 

Mr. BacuMann. Yes. 

Senator Tuyr. All of this will be supplied to you so that when we 
resume our hearing in Galveston, you can answer every question on 
every document and the statements will be there. 

Mr. BAcHMANN. I might say that some of the staff members will 
not be able to be there, as they are working on other matters. but that 
the entire file will be there as it is already on its way. 

Mr. Mosxovirz. I want to be a little more accurate than I was 
before 

Senator Toye. I thought you were always accurate. I didn’t 
think you relied on anything that was not accurate. 

Mr. Moskovirtz. I mention this to you and Mr. Guinane. I have 
given Mr. Guinane the profit figure, and I should also say that the 
figure is correct, but I didn’t tell him that it was before taxes, and we 
paid excess-profits taxes. So, any suggestion that was made rather 
loosely by the secretary was incorrect, such as 60 cents a bushel profit. 

I believe the Senator knows it was less than 6 cents a bushel, before 
taxes. 

Mr. Nicuous. Just a moment, Senator. Now, my contact with 
this has not been too close, but I have sat here listening, as I have 
listened to many things over the years and something attracted my 
attention that it seemed to me was not quite sufficiently explored. 
I noticed when Mr. Kellogg testified that he didn’t have anything 
in writing to show that he had told the purchasers that this was 
Canadian frosted wheat, and that the Senator was very much 
astonished. 

Now, I wasn’t. While I am not testifying, we can, I think, call 
to mind our experiences in what is general knowledge. For instance, 
one day I went into the trading floor over here in the chamber and 
it was a bedlam and men were making all kinds of motions and 
nodding their heads. There were millions of dollars changing hands 
in a course of a few hours on that floor, relying on the personal 
integrity of the men who were buying and selling. 

Wheat, as the Senator knows, is bought and sold by word of 
mouth. This stuff was sold over the telephone. This wheat was 
not sold by correspondence. A salesman who was out on the road, 
he didn’t sell wheat. He talked to customers and interested them, 
but he didn’t sell them. What I mean, there is no testimony that 
a dollars worth of wheat was ever sold by a letter. The testimony 
is that it was sold by a personal visit or by word of mouth over the 
telephone. How could there be something in writing. 

There has, however, here at the last, been a great mass of docu- 
ments prepared and brought from their files which do not show on the 
face that that great mass of these sales, these purchasers were told 
that it was Canadian frost-damaged wheat, and it is awfully signifi- 
cant. 

It was put in, and I am sure the Senator is interested in knowing 
to what extent these written documents are in corroboration with the 
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testimony. However, my point is that rarely in the sale of wheat in 
this area is it done by letter. It is done by word of mouth 


senator THYE. The persons who co down to the pit, to wl h vou 
had reference, are members of the firms; are they not? 


Mr. Nicuots. Yes. 


Senator Toys. They are certified as members of that association? 
Mr. Nicuous. Yes 
Senator Toye. And they have a right to the floor. I couldn’t go 


down on the floor. 

Mr. Nicuous. Nov a stranger 

Senator Taye. And nobody would pay any attention to the wiggles 
I make in my fingers. This was not a transaction. This transaction 
happened to be with millers somewhere else in the United States. I 
have to recognize that what is done here on the board of trade is a 
little narrowly sensed, and they are licensed and they are members 
of that board of trade. They are known, their bond and everything 
is known to everybody in the pit. In this particular instance, if 
happened to be done with a firm down here in the southern part of 
the United States. I could be wrong, but it would seem to me that it 
is a little bit different than what you referred to, Mr. Nichols, as a 
transaction on the board of trade when that is open and operating 

Mr. Mosxkovirz. Are you referring to the Transit Grain Co. when 
you say down in the southern part of the United States? 

Senator Toys. I don’t care to identify anyone in particular. I am 
just referring to what Mr. Kellogg said that he transacted most of 
his business by telephone and yet when we get into the record here 
we find there are some records on some other transactions. It seems 
strange to me there should be a record in some transactions and abso- 
lutely no record in other transactions. 

Mr. Mozxovirz. I don’t want to prolong this any longer than 
necessary, but with respect to Transit Grain Co., all of the sales made 
by Bunge Corp. were in bond. That is the Canadian wheat. I have 
told Mr. Guinane that and so I think the Senator is familiar with it. 

Senator Tuys. All right, gentlemen, have you completed your 
statements for the moment? 

Mr. Moskovirz. Yes; I believe so. 

Senator Toys. All right, is there anyone else who has a comment? 

(No response.) 

Senator Toye. We will meet : 
recessed. 

(Thereupon, at 4:55 p. m., the committee adjourned to reconvene 
at Galveston, Tex., on Tuesday, October 13, 1953. 


cain, but for this afternoon, we stand 
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TUESDAY, OCTOBER 13, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 
AGRICULTURE AND FORESTRY, 
Galveston. Tex 


The subcommittee met, pursuant to notice, at 10 a. m., in room 517, 
United States Post Office Building, Galveston, Tex., Senator Edward 
J. Thye of Minnesota presiding. 

Present: Senators Thye (chairman), You and Ellendei 

The CHatrmMan. Now if we may, please come to order 

We are down here for the purpose of trying to cet some information 
We held a hearing in Minneapolis last week, and the Senate Committe 
on Agriculture and Forestry, of which I am privileged to be a member, 
after learning that approximately 60 million bushels of wheat, classified 
as wheat unfit for human consumption, had been imported from 
Canada into the United States, durinz the years 1950, 1951, and 1952, 
instituted an investigation to determine the reasons for this large 
increase in importations. 

In years prior to 1950, the importation of this class of wheat was 
comparatively small and confined to its intended use as livestock and 


poultry feed. The committee conducted hearings at Washington 
which revealed that a substantial portion of the 60 million bushels had 
been diverted into various channels in direct competition with un 
damaged United States wheat. We found that this activity by a 
small group was disrupting the support programs put into effect by 
Congress to assist the American wheat farmer, and was making our 
wheat-import limitations ineffective. We found also that the Gov- 


ernment was being defrauded of large sums of money in impropel! 


collection of subsidies under the International Wheat Agreement 

The hearings uncovered one important outlet 
bushels of wheat, classified as ‘‘wheat unfit for human 
had been mixed with and substituted for good Unit 
owned by Commodity Credit Corporation and others. This opera 
tion involved irregular payments to elevator operators of approxi- 
mately $150,000. 

Since the Washington hearings were held, certain safecuards have 
been placed in effect to prevent future abuse, and other safecuards are 
being considered. The hearines beine conducted at Minneapolis and 
at Galveston, Tex., are to explore other methods and outlets which 
were used to dispose of this wheat, and to obtain other information 
and records which have been denied to a Government investigating 
agency. 

All testimony will be under oath. 

Our first witness this morning is Mr. John P. Cunningham. 

Mr. Cunningham, you will step forward. 


anil : ' ] 
where over a million 


‘Onsumption, 
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TESTIMONY OF JOHN P. CUNNINGHAM, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 
ISTRATION, U. S. DEPARTMENT OF AGRICULTURE, DALLAS, 
TEX. 


The witness was sworn by the chairman 

Mr. Guinane. Will you please give your full name and title to the 
reporter? 

Mr. Cunnincuam. John P. Cunningham, special agent, Office of 
Compliance and Investigation, Production and Marketing Adminis- 
tration, of the Department of Agriculture. 

Mr. Gurnang. Mr. Cunningham, you have conducted considerable 
investigation into the importation of wheat into this country, classified 

“Wheat unfit for human pPrenentne A 
is CUNNINGHAM. Yes, sl 
Mr. Gurnane. And _ that Sentinels has led you to several 


» 


cities, has it% 
Mr. CUNNINGHAM. Yes, sir. 
Ir. GuInANE. And has led you to elevator B at Galveston, Tex.? 
Mr. CUNNINGHAM. Yes, sir. 
Mr. Guinane. Tell us how it was that you conducted the investi- 
ition at elevator B and other places concerning this wheat. 
Mr. CuNNINGHAM. 1,110,517 bushels of sample grade dark north 
spring wheat, unfit for human consumption, was shipped to elevator 


B from the Minneapolis-Duluth-Superior area. And in addition to 
that 42,639 bushels of sample grade durum and sample grade mixed 
wheat of the same classification was shipped to elevator B. In 


examining the records 


The CuarrMan. Mr. Cunningham, did that come in | 


bond to the 

area ue 

Mr. CunninGHAM. No, sir. 

The C IRMAN. It did not? 

Mr CuNNID mM. No, sir. 
»C ‘MAN. In other words, the duty had been paid on that 
{ the port of entry? 

Ir. CUNNINGHAM. Yes. . 

The CuarnrMan. And then it came on as free grain, it was not in 


Mr. Cunninauam. That’s right 

Senator ELLENDER. Where was the port of entry? 

Mr. Cunntnauam. The port of entry was the Duluth-Minneapolis 
area, up there 

S nator ELLENDER. Was any < hange en route to Galv: ston, that is, 
did it come in the same cars or in bulk? 

Mr. Cunnincuam. It came to Duluth in ships from Canada. 

Senator ELLENDER. It came to Duluth in ships? 

Mr. CUNNINGHAM. It was loaded on boxcars at the port of entry 
and it was shipped through Minneapolis, and then some of it came 
here direct and some was transshipped in various methods. 

Senator ELLENDER. Are you certain that the wheat that was un- 
loaded from the ships onto the cars passed customs? 


Mr. CUNNINGHAM. Yes. 
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Senator ELLENDER. It was then shipped direct to Galveston? 

Mr. CuNNINGHAM. Yes. 

The CHarrMAN. You may proceed. 

Mr. GuINANE. Go ahead. 

Mr. Cunninauam. In examining the records of Bunge Corp. of 
Kansas City, it was noted that the charg offs showing the cisposi tion 
of this wheat included a number of ships on which subsidy had been 
claimed under the International Wheat Agreement and ships on which 
subsidy had not been claimed. So, in order to determine the disposi- 
tion of this wheat, it was necessary for us to determine the quantities 
of this grain that was charged off to the various ships exported through 
elevator B 

Mr. Guinaneg. How is this wheat described or how was it described 
when it arrived at Galveston and at Kansas City 

Mr. CUNNINGHAM. It was described as sampk ide dark northern 
spring wheat. 

Mr. Guinane. And your Division had traced that wheat through 
the port of entry, Duluth-Superior, as wheat unfit for human con- 
sumption? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Guinanr. When was your first contact with elevator B. 

Mr. CuNNINGHAM. My first contact with elevator B was on March 
26, 1953 . 

Mr. Guinanr. Who was that with? 

Mr. CUNNINGHAM. We contacted Mr. E. H. Thornton, Sr., who is 


vice chairman and general manager of Galveston wharves 

Mr. Gutnane. What was the general conver 

Mr. Cunnincuam. We requested Mr. Thornton to make his records 
available, showing the chargeoffs to the ships, show the disposition 
of this wheat. And he informed us that the Commodity Credit 
Corporation did not have an agreement with him and, therefore, we 


were not entitled to examine the records of elevator B. 

Mr. Guinane. What did you then do? 

Mr. Cunnineuam. Well, on April 17 our office in Washington 
contacted Mr. Thornton, who was in Washington at that time, and 
requested permission to examine his records. At that time, he said 


the records of elevator B would be made available if Bunge Corp 


would authorize him to do so. 

And on April 20, Mr. Robert F. Straub, president of Bunge Corp., 
advised our office that he had telephoned and telegraphed Mr. 
Thornton to make these records available 

Mr. Guinane. Did you get in contact with Mr. Thornton, Sr.? 

Mr. CunNINGHAM. Yes, on the following day, on April 21, Mr 
KE. H. Thornton, Sr., was contacted and the records in connection 
with the Canadian wheat were requested. 

At that time we were checking into a complaint by the Swiss 
Government, wherein it was alleged that Canadian wheat was con- 
tained in cargoes on which the international wheat subsidy had been 
paid. 

Mr. Guinane. Was that an official complaint of the Swiss Gov- 
ernment to the United States Government? 

Mr. CuNNINGHAM. Yes, sir. 

At that time, he also refused to make the records available. So, 
on April 23, we again interviewed Mr. Thornton and requested his 
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records. At that time, he referred us to Mr. E. H. Thornton, Jr 
who is attorney for the Galveston wharves. 

Mr. Guinane. Just there, did Mr. Thornton, Sr., give any other 
reason for refusing to permit you to examine records at that time 
other than the Commodity Credit Corporation did not then have a 
contract with them? Did he give you any other reasons? 

Mr. CunnincHaM. That is the only reason I can recall. 

Mr. Gurnane. All right. Go ahead. 

Mr. CunnrncHAM. Then, on April 25, we interviewed Mr. E. H. 
Thornton, Jr. 

Mr. Guinane. What is his position with reference to Galveston 
wharves? 

Mr. CunNnINGHAM. He is attorney for the Galveston wharves. 

Mr. Gurnane. And the son of 

Mr. CunninGHAM. The son of E. H. Thornton, Sr. 

We discussed the entire matter with Mr. E. H. Thornton, Jr., and 
on April 27 Mr. E. H. Thornton, Sr., furnished us 8% by 5-inch 
sheets of paper purporting to show the chargeoffs for 49 ships which 
had been exported from elevator B for Bunge. 

Mr. Gurnane. Was that made up from records you saw? 

Mr. CUNNINGHAM. Sir? 

Mr. Gurnane. Were those sheets made up from records you also 
saw? Did you see the records? 

Mr. CuNNINGHAM. No. 

Mr. Guinane. Did you ask them to see the records from which 
those sheets were made? 

Mr. Cunnrncuam. Yes. After it was found out that large amounts 
of this Canadian wheat was charged off to ships, we knew we would 
have to examine the basic records of elevator B to determine their 
accuracy, and we asked to examine their basic records, which were 
running inventory records, bin records, and other records used to com- 
pile these sheets of paper. And their statement was that these records 
were not maintained. In other words, the chargeoffs that they had 
furnished us was the only record that they had. 

Here is the form of the chargeoffs showing the various grades of 
wheat that went on particular ships. 

Senator ELLENDER. May I ask a question? 

The CHAIRMAN. You may. 

Senator ELLenperR. When you say that this wheat was charged off 
to ships, are you still speaking of the ships in the Great Lakes or ships 
at Galveston? 

Mr. CunnrncHam. Here at Galveston. 

Senator ELLeNpER. When that wheat was delivered in Duluth, 
you say it was delivered in ships? 

Mr. CuNNINGHAM. Yes. 

Senator ELLeENDER. It was thereafter transferred from the ships 
to cars? 

Mr. CUNNINGHAM. Yes. 

Senator ELLENDER. Now, you say this wheat was marked of a 
certain grade? 

Mr. CunNnINGHAM. Yes. 

Senator ELLENDER. Who did that? 

Mr. CunnincHam. Well, it was inspected in Minneapolis. 

Senator ELLeENDER. By whom? 
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Mr. CunnincHam. Well, by the grain branch of the Department of 
Agriculture. 

Senator ELLENDER. Would you say that that wheat was mislabeled? 

Mr. CunnincHam. It was mislabeled at the time—it was labeled 
unfit for human consumption at the time it came into the United 
States. 

Senator ELLenpDER. That is when it was aboard the ships? 

Mr. CunninGHamM. Well, that was after it was unloaded too; it 
changed its classification in Minneapolis. 

Senator ELLENDER. When the wheat was loaded from the ships to 
these cars, you had a Government inspector there who classified 
it as wheat unfit for human consumption? 

Mr. CUNNINGHAM. Yes, sir. 

Senator ELLENDER. And after it was transferred into the cars, you 
said it was labeled, how? 

Mr. CunninGHAm. “‘ Unfit for human consumption.”’ 

Senator ELLENDER. Who put that label on it? 

Mr. Cunnincuam. That is customs, I think 

Senator ELLENpDER. As I understood your testimony, this label was 
changed, was it? 

Mr. CunnINGHAM. In Minneapolis; yes, sir. 

Senator ELLENDER. Who did that? 

Mr. CuNNINGHAM. Customs, I understand, did that. 

Senator ELLENDER. What label did they put on there? 

Mr. CuNNINGHAM. Well, the label “unfit for human consumption”’ 
was removed and it was labeled merely as Sample grade Dark Northern 
Spring wheat. 

Senator ELLENDER. Who put that label on? 

Mr. CuNNINGHAM. Customs. 

Senator ELLENDER. So, you have a situation where the label itself 
was put on by a Government official? 

Mr. CuNNINGHAM. Yes. 

Senator ELLENDER. Is that right? 

Mr. CuNNINGHAM. That’s right. 

Senator ELLenpeEr. I’d just like to clarify it. It has been men- 
tioned so often, and follow that wheat through. 

You say that wheat, after it was so labeled by custom officials, 
after it was transferred to the cars, was going to Kansas City. 

Mr. Cunninouam. It didn’t actually go, the wheat itself didn’t 
go to Kansas City, but it was transferred from the office of Bunge, 
Minneapolis, to the office of Bunge Corp. in Kansas City 

Senator ELLENpER. But it remained in the cars? 

Mr. CunnINGHAM. It remained in the cars 

Senator ELLENDER. And was labeled as 

Mr. Cunnincuam. Well, after Minneapolis 

Senator ELtenprEr. Let’s get the label that it bore when it reached 
Kansas City. That was the same label put on by the Government 
official in Minneapolis? 

Mr. CunnincHam. That’s right. 

The CuarrMan. Senator Ellender, I think we can probably aid in 
clarifying the question, for the reason this was discussed at great 
length at the Minneapolis hearing. Senator Young was present at 
the Minneapolis hearing, and I think we might be able to lend a little 
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light on the question, if Senator Young were permitted at this point 
to give his interpretation of what transpired in the Minneapolis 
customs office. Both Senator Young and I were at the Minneapolis 
hearing, and I think it would help to clarify this question to those of 
you who are not familiar with what took place. 

Senator ELtenpER. What I have in mind is this, here you have what 
was labeled by Government official, and it was sent here to Galveston; 
| am wondering how you could expect the people receiving it in Gal- 
veston, to be put on @wui ard? 

The CHarrmMan. That is what I felt Senator Young could very ably 
explain, because I know there is a technical question involved here. 
I be lie ve that was pretty well clarified in Minneapolis; and I'd like to 
have Senator Young discuss that 

Senator Youna. I want to correct the record, so far as the labeling 

Minne apolis is concerned. I don’t believe you have the right label, 

the customs office in Minneapolis made it. 

Mr. Guinange. How was the wheat labeled in Minneapolis? 

Mr. BacuMann. More than 30 percent damaged. 

The CuatrmMan. That was the only kind of grain that could come 
in under import at that time, because the quota with Canada was 
exhausted, and only what you termed ‘feed wheat’? could come in 
from Canada at that time. Grain with more than 30 percent kernel 
damage is classified as animal feed and fit for ov feed; and this 
came in by vessel to Duluth; and when unloaded, was found to 
have more than 30 percent of the kernels damaged. 

The customs officials in Duluth labeled it oY nfit for human con- 
sumption,” a nd the bill of lading for shipping read, ‘‘Unfit for human 
COnSUMPLTLION. 

The grain went from Duluth to the Minneapolis area, and was 
received by Minneapolis customs office, and when it was billed out 
of there to other destinations, it went out under the technical language 
of “30 percent damaged kernels” and that would throw it into the 
classification of “‘Unfit for human consumption.”’ 

Now, | think I have stated it clearly. 

Senator Youna, This — wasn’t in bond when it came in? 

Mr. CunNINGHAM. NO, si 

Senator Youna. Or at oe time? 

Mr. Cunntneuam. I couldn’t answer that question. 

Senator Youna. Was it in bond as it came to Galveston? 

Mr. CunnincHam. No; it wasn’t. 

tor Young. Was a duty paid in Minneapolis? 
Mr. CunniNGHAM. I understand it was. 
: CHaiRMAN. That is on this particular shipment. However, 
there was grain that came in from Canada as feed wheat, that was in 
bond and passed through the Minneapolis, customs office and was 
reclassified but still remained in bond and came to a southern city 
the first 1,110,000 bushels that came in. 

Mr. Bachmann, you have already been sworn during this testimony 
and hearings. Therefore, Mr. Bachmann, tell Senator Ellender who 
you are and what your duties are with the Department of Agriculture 
so Senator Ellender n ay have full information. 
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TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING IN- 
VESTIGATION DIVISION, OFFICE OF COMPLIANCE 


AND INVESTIGATION, PRODUCTION AND MARKETING ADMINIS- 
TRATION, UNITED STATES DEPARTMENT OF AGRICULTURE 
Resumed 


Mr. BacuMann. I am Chief of Accounting Investigation of the 
Office of Compliance and Investigation, United States Department of 
Agriculture. 

The first 1,011,000 bushels came under bond. That did not come 
to Galveston. That went to Houston and New Orleans 

Subsequent to that time, larger quantities came in, and that came 
into Duluth under the customs classification as “unfit for human con- 
sumption” and the customs representative there stuck to the legal 
classification. However, under the regulations it was permissil 
they interpreted it, at least, to change that classification, which means 


] 
ri is 


the same thing under customs practice to wheat, 30 percent or mor 
damaged by weight. That title was changed, the title “Unfit for 
human consumption” was changed at Minneapolis after considerable 
activities on the part of the grain people there who are interested 
in working with the customs people at that offic 

Senator ELLeNDER. Your testimony and what I have just been 
hearing seems to be at a little variance, and I’d like to have it cleared 
for the record as to what the label bore when it reached Galveston 
That is what we are interested in; it would certainly put the warehouss 
people here on cuard as to what the wheat was, and if th 
violation, it seems to me it would be relevant as to what the label 
bore and who put the label on it. If someone made a mistake o1 
a label that is misleading, it should be traced from Minneapolis. 

Mr. Bac HMANN Ko customs, notice to the customs people as 
whether or not it is subject to the 5-percent ad valorem tax or 8 cents 
a bushel, or subject to the 21-cent tax, “Unfit for human consumption,” 
that was a technical label, the “30 percent or more damaged.”’ 

Senator ELLeNDER. Are you familiar with the label put on the cars 
that came to Galveston? 

Mr. Guinane. Mr. Cunningham? 

Mr. CunnineaHam. Thirty percent—have you a copy of it? It 
seems we should be able to get a copy 

I don’t have a copy. 

Senator ELLENDER. Have you examined it? 

Mr. Cunninauam. I have examined the certificates. It said 
“Sample grade Dark Northern Spring wheat.”’ 

Senator ELLENDER. What does that mean? 

Mr. BacuMANnN. That means the lowest grade of wheat raised in 
the northern area, southe rm area of Canada and nol! ther L area of tne 
United States, that is of the lowest grade 

Senator ELLENDER. Did that label differ from the label it bore 
when it was unloaded at Minneapolis? 

Mr. CunninaHam. Not the quality of the wheat didn’t chang 

Senator ELLENDER. | understand that But the label 

Mr. CunnunGuam. There was this label for the customs people 
and the label used in the trade or tor inspectioa purposes. 
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Senator ELitenper. The label that the wheat bore when it landed 
at Minneapolis was different from the one it bore after it was loaded 
ou the cars? 

Mr. BacuMaNN. Right. It was changed at Minneapolis. 

Senator ELLENDER. You say the change was made by Government 
officials 

Mr. Cunnineuam. Well, the inference was taken by the trade to 
get, to determine whether or not they could get that label changed. 

Senator ELLENDER. All right, but in any event the change was 
made by Government officials? 

Mr. CunninGHAM. They 

Senator ELLENDER. At the insistence of these traders? 

Mr. Cunnineuam. Possibly that is an accurate statement. 

Senator ELLENDER. I want to get the record straight on that. 

Now, were the people that received the wheat in Galveston put on 
guard as to anything that may have happened on the Minneapolis 
level, the change, the grade of the wheat? 

Mr. BacuMann. Well, I don’t know whether they were put on 
guard, Senator, but since we have investigated, we knew any number 
of the people here at the elevators who knew grain knew it was 
Canadian grain. Whether it was documented or not, as such, that 
they saw, I don’t know. 

Senator ELLENDER. Whether or not it was Canadian grain, was 
anything to indicate that this was illegal grain, unfit for human 
consumption? I think that is the point in issue. If the labels were 
changed at Minneapolis and the wheat found its way down here with 
a label that didn’t conform with the rules and regulations, I believe 
that we ought to find out how that label was changed and who 
persuaded the changing, if there was any persuasion used, because ‘t 
would have put the people here on guard. 

The CHAIRMAN. Senator Ellender, it is unfortunate you were not 
at the hearing in Minneapolis, because we are covering questions 
which were discussed in the Minneapolis hearing. 

Senator ELLenpgeR. You have the same witness and the same 
territory 

The CuarrmMan. The information I’d like to bring in the record 
now is primarily this, that your quotas on this No. 1 wheat were 
long exhausted and it could not have come in as imported from 
Canada, because your quota is 795,000, and that had been used up. 
So nothing but feed wheat was permitted in from Canada. 

The mere fact that out of Duluth, when that wheat was unloaded 
from the vessels, the customs office labeled that wheat in that par- 
ticular shipment as “Unfit for human consumption,” and the bill of 
lading was so stamped. The custom officials in Minneapolis, when 
they reshipped, collected duty on some of this feed wheat, and 
although on some they had collected duty. When it went out of 
the Minneapolis customs office, it went out under the phraseology 
that would put the grain trade on notice, because it was of a quality 
that was unfit for human consumption, because it contained more 
than 30 percent of damaged wheat. 

Secondly, it had to be feed wheat, or it could not be imported, 
because on millable wheat the quotas had long since been exhausted 
So the question that was established in Minneapolis definitely clari- 
fied the question of whether this went out labeled to be identified as 
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a feed wheat. Your technical language relative to 30 or more per- 
cent damaged kernels would put it in the feed class by itself. There 
couldn’t be any question of someone not recognizing the identity of 
the wheat when it arrived at the city or port of destination, because 
it was without a question feed wheat with the labeling of more than 
30 percent damaged kernels 

I don’t know if that helps clarify the record as far as you are 
concerned. 

Senator ELLENDER. I would like to ask this question of the witness. 

Would you be able to tell by examining whatever classification was 
put on that wheat in Minneapolis, after loaded, and put in the cars, 
what kind of wheat it was just by looking at the classification put on 
by the Government official in Minneapolis? 

Mr. CunninGHaM. The certificate wouldn’t indicate it was wheat 
of Canadian origin. 

Senator ELLENDER. So that the people who received it here, could 
they not assume that was wheat legally entered into the United 
States? 

Mr. CunnitncHam. The Bunge Corp. who shipped it in here told 
the elevator officials and Stone Forwarding Co. that the wheat was of 
Canadian origin. 

Senator ELLENDER. You mean they told the people here in in 
Galveston? 

Mr. CuNNINGHAM. Yes, sir. 

Senator ELLENDER. How do you know that’ 

Mr. Cunnrncuam. Mr. Walton F. Mulloy, manager of Bunge Corp. 
in Kansas City, stated to me that he told both Stone Forwarding Co. 
and elevator B that this wheat was of Canadian origin. 

Senator ELLENpER. Did he tell them this was illegal wheat, or was 
it in conformity with the label that it bore, which would not indicate 
that it was unfit for human consumption, as I understand it. 

Mr. CunninGcHamM. Well, he told them it was Canadian wheat, of 
that crade. 

Senator ELLENDER. That’s all? 

Mr. CunniInGHAM. Yes; which is sample grade Dark Northern 
Spring wheat, a low-grade wheat. 

Senator ELLENDER. Could such wheat labeled that way, coming 
from Canada, enter this country under the 7'-cents-per-bushel 
custom? 

Mr. CunninGHaM. It is my understanding that it could. 

Mr. Gurnane. Is that all? 

Senator ELLENDeER. I’d like to go on. 

Senator Youna. I’d like to ask: Was duty paid on all this wheat 
after it got down here, or only a part? 

Mr. CunninaHam. Apparently, it was all paid, because none of it 
was in bond when it reached Galveston. 

Senator Youne. How could duty be paid on an import in excess 


) 


of - 
Mr. CunninGHam. It was imported as feed wheat. This wheat 
didn’t come under the quota for milling wheat. 

Senator Young. After it came in here and they paid duty the same 
as if it did come under the quota? 

Mr. CunninocuaM. There is a difference in feed wheat and milling 
wheat. It is my understanding there is a different percent ad valorem 








342 IMPORTATION OF FEED WHEAT 


duty on feed wheat and mill wheat, and there is a higher price on 
milling wheat. 

The CuatrmMan. Were you through, Senator Ellender? 

Senator ELLENDER. | am through for the moment. 

The CuarrmMan. Then, Mr. Guinane, proceed with your interro- 
gation 

Mr. Guinane. After your unsuccessful attempts to see records at 
elevator B, what did you next do, whom did you contact to see 
records? 

Mr. Cunnincuam. Well, we went to the mayor of Galveston, Mr 
Herbert Y. Cartwright, Jr., who was also chairman of the Galveston 
Wharves; and we outlined our efforts to get these records, and he 
said—he referred us back to E. H. Thornton, Jr. 

And at that time, prior to this, for the last 24% days I had been 
unable to contact Mr. Thornton, who was busy trying a lawsuit here; 
and at that time, when I called Mr. E. H. Thornton, Jr., he told us 
the records would be made available the following Monday, on May 4. 

So, on May 4, 1953, at 4 o’clock, Mr. E. H. Thornton, Jr., furnished 
me chargeoffs showing the remaining—showing their record of the 
disposition of the rest of the Canadian wheat. And these records 
were summarized, and it was found that large quantities of sample 
grade Dark Northern Spring wheat, as shown by their records were 
charged off to non-IWA ships; 1 shows as high as 153,969 bushels and 
50 pounds of sample grade Canadian wheat was charged off to a 
cargo totaling 348,133 bushels and 20 pounds which was graded No. 2 
Hard Winter wheat which, under the grade standards cannot contain 
more than 10-percent spring wheat, and this was Dark Northern 
Spring wheat. 

Mr. Guinane. At that time did you ask Mr. Thornton, Jr., for 
permission to examine records and verify these chargeoffs to your 
satisfaction? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Gurnaner. What was his answer? 

Mr. CuNNINGHAM. His answer was the same as I have previously 
related, in that they did not maintain bin records, did not maintain 
inventories showing the daily balance of wheat by grades, and they 
did not maintain the records showing the grades that were phoned 
from the elevator foreman to the Chief Clerk of the Grain Branch. 

Mr. Gurnane. So, according to his statement there would be no 
way to verify the chargeoff records from any records then kept at the 
office? 

Mr. CunnINGHAM. That is true. 

Mr. Guinang. Did something come up about destroying records 
or records that had been destroyed? 

Mr. Cunntncuam. They said that the records that were phoned 
from the foreman to the Chief Clerk of the Grain Branch had been 
destroyed 

Mr. Gurnang. That the records had been destroyed? 

Mr. CUNNINGHAM. Yes. 

Mr. Gurnane. Did you contact Stone Forwarding Co. of Galves- 
ton concerning their handling of Canadian wheat for Bunge? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Gutinane. And what took place there? 

Mr. CUNNINGHAM. Stone Forwarding Co., Mr. Stephen P. Perich, 
the vice president of Stone Forwarding Co., said his records didn’t 
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show a complete breakdown, showing the amount of this wheat that 
went on the various ships, and he would have to get this information 
from elevator B. And he promised to do that; and he furnished us 
with a list, but this list did not account for all of the wheat 

Then, we went back to him, and he said he would have to get the 
remainder of the information from elevator B. Then, that was when 
this, what I have related, took place with reference to obtaining th 
records. 

Mr. GuInane. You got from the chargeoff records the amount of 
wheat which had been shipped out of elevator B by Bunge, did you? 

Mr. CuNNINGHAM. Yes 

Mr. GuiInaNne. Did those records what did those records show? 

Mr. CunninGuam. The records of Stone Forwarding Co. show that 
for the period from January 1, 1952, through May 12, 1953, a total 
of 22,262,546 bushels of wheat of all grades was shipped into elevator 
B by Bunge Corp. 

Mr. Guinane. And how much of that was Canadian wheat unfit 
for human consumption? 

Mr. CunnNINGHAM. 1,110,517 bushels of sample grade Dark North- 
ern Spring wheat, and 42,639 bushels of other low-grade wheat 

Senator YounG. May I ask a question? 

The CHatrMan. Yes. 

Senator Younc. What duty was paid on this wheat, feed wheat 
duty or milling? 

Mr. CunninGHAM. That was paid up in Minneapolis at the time it 
was imported. You see, it came down here free. 

Senator Youna. I understand that, but was duty paid on the basis 
of feed wheat? 

Mr. CuNNINGHAM. Yes, sir. 

Senator Youna. Would it be the duty of an elevator here to deter- 
mine whether they were mixing feed wheat or milling wheat when they 
were shipping out for Commodity Credit Corporation? 

Mr. CunninGHAM. Well, I couldn’t answer that. I don’t know 

Senator Youne. Aren’t there restrictions under the International 
Wheat Agreement that all of the wheat must be United States wheat? 

Mr. CunNINGHAM. Yes; under the International Wheat Agreement 
the company who receives the wheat agreement subsidies certifies 
that all wheat is of United States origin. 

Senator Younae. That is the same as ECA? 

Mr. CunnincHam. That is both ECA and IWA wheat. It is 
supposed to be wheat of United States origin 

Senator Younec. When an elevator here was shipping wheat for 
foreign shipment under ECA or IWA, wouldn't it be their duty to 
determine that was United States wheat? 

Mr. Cunntneuam. It would appear it was. 

Senator Youna. And whether it was milling wheat or feed wheat? 

Mr. CunNINGHAM. Yes. 

Senator ELLENDER. What did the records show? I saw 1,110,000 
bushels was mixed by this corporation. 

Mr. CuNNINGHAM. Yes, sir 

Mr. Gurinane. Did you obtain from this corporation whatever 
they certified to as to the kind of wheat was being shipped, where it 
came from? 

Mr. CunninGcHAM. Yes. Well, all of this wheat, all of the same 
grade, the sample grade, Dark Northern Spring wheat, with the 








344 IMPORTATION OF FEED WHEAT 


exception of 1 lot of 4,360 bushels that was charged off to ships on 
which the subsidy was not claimed under the International Wheat 
Agreement. 

Mr. Guinane. So that it wasn’t shipped under the wheat agree- 
ment? 

Mr. Cunninauam. Part of it was. Now, this—— 

Mr. Guinane. I wonder if you can identify that for the record. 
As Senator Young has pointed out, a certificate must be issued by 
the shipper, that the wheat traded under the wheat agreement must 
be United States wheat 

Mr. CunninGHAM. That is true. I can give you a summary here, 
Senator. We have, according to these chargeoff records furnished, 
and other information we obtained during the investigation, we have 
found that this Canadian wheat has been charged off on 19 ships on 
which the International Wheat Agreement subsidy has been claimed, 
shipped through Galveston, and 3 ships that were shipped through 
Houston. 

Now, part of those 19 ships represents a blend of wheat that was 
blended in Fort Worth by Uhlmam Elevator Co. of Texas, 10 ships. 
The other ships were blended here in Galveston. 

Mr. Gurnane. Blended with that Canadian wheat? 

Mr. CUNNINGHAM. Yes 

Mr. Gurnang. Now, what about the certificate 

Senator ELLENpER. You expect to show certification later? 

Mr. Gurnane. Yes; we were going into those details. While we 
are on that particular question, Mr. Cunningham, has your Division 
in its investigation of this determined the total amount of subsidy 
claimed by the Bunge Corp. on all wheat shipments during the years 
1950, 1951, and 1952? 

Mr. CuNNINGHAM. Yes, sir; we have found that they have col- 
lected a total of $35,757,376 in International Wheat Agreement 
subsidies. 

Mr. Guinane. You examined records and got information from 
Bunge Corp. of Kansas City; did you not? 

Mr. CunnrnGcHamM. Yes, sir. 

Mr. Guinane. How much Canadian wheat was shipped by Bunge 
Corp. to elevators here in the South, or do you have that with you? 

Mr. CunninaHam. Yes. Well, I previously related what came to 
Galveston. Now, they also eens 507,000 bushels of this same type 
of wheat to Uhlman Elevator Co. of Texas, and there have been other 
smaller lots shipped to various compenies, Harvest Queen Mills re- 
ceived one lot, and various other companies have received small lots 
of this wheat. 

Mr. Gurnane. You have the total amount of subsidy claims on 
shipments by Bunge Corp. of wheat going out of elevator B, which 
wheat contained Canadian frost-damaged wheat. 

Mr. CunnincHam. We don’t have the exact figures, but it is roughly 
three and a quarter million dollars. 

Mr. Gurnane. Now, Mr. Cunningham, you conducted an investi- 
gation relative to the purchase of 50,000 bushels of No. 1 dark hard 
wheat from elevator B by the Bunge Corp. in March of 1953, did you 
not? 

Mr. CunNINGHAM. Yes, sil 
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Mr. Guinane. Will you relate for the committee the details of 
your findings of that? 

Mr. CunniNGHAM. When we were examining the Bunge Corp. 
records in Kansas City, we noted that Bunge Corp. paid elevator B 
$125,000 on March 12, 1953, and in checking their records we noted 
that that was for—— 

Mr. Gurnane. Checking the records of 

Mr. CunnincGHam. Bunge Corp., of Kansas City. That was for 
50,000 bushels of dark No. 1 hard wheat. And Mr. Walter F. Mulloy, 
manager of Bunge Corp. in Kansas City, said that wheat was repre- 
sented to him by E. H. Thornton, Sr., as wheat that he had purchased 
from truckers in Galveston. 

Mr. Guinane. After you got the information from Mr. Mulloy in 
Kansas City, did you make an attempt to trace the sale of that wheat 
through elevator B? 

Mr. CunNINGHAM. We attempted to examine the records of elevator 
B and to interview personnel of elevator B. 

Mr. Gurinanet. Who did you talk to? 

Mr. CunnINGHAM. My first contact was with Mr. J. E. Parrish, 
the Chief Clerk of the Grain Branch. 

Mr. Guinane. What did Mr. Parrish tell you about this? 

Mr. CunninGHAM. Prior to the time I mentioned this sale, he told 
me elevator B did not purchase wheat, that they were strictly a service 
organization. 

Mr. Guinane. And did not purchase wheat? 

Mr. CunnineGuam. Or any other commodity. 

Mr. Gurinane. That was in answer to your question where did they 
get this wheat that was sold to Bunge Corp.? 

Mr. CunnINGHAM. I was talking, generally. Then I asked him 
to give me the records on this particular transaction; and he said he 
knew nothing of that transaction; that if it was made, it was handled 
by E. H. Thornton, Sr. 

Mr. Gurnanet. And he knew nothing of it? 

Mr. CunninaHam. That’s right. 

Mr. Guinane. You saw Mr. Thornton, Sr., then? 

Mr. CunnineHam. I saw E. H. Thornton, Sr.; he refused to discuss 
it in any way and referred me to E. H. Thornton, Jr., and he said he 
would represent them in all matters with reference to this Canadian 
wheat, and he had notified all of his employees not to make any state- 
ments with reference to this wheat. 

Mr. Guinane. You had in your investigation previously attempted 
to interview the employees, had you? 

Mr. CuNNINGHAM. At various times we had attempted to interview 
the employees, with their permission and without their permission; 
but generally, the employees refused to give any information of any 
value. 

Mr. GuiInang. Were you successful in seeing Mr. Thornton, Jr.’ 

Mr. CunninacHam. He was out of town at that time, but on Sep- 
tember 9, 1953, I phoned Mr. Thornton from Dallas and outlined the 
transaction and asked him whether or not the records would be made 
available; and he said he would check with his father and phone me 
back. He phoned me back and said the records would be available 
and requested when I came to Galveston to check with him. 


) 
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On September 11 I came to Galveston, phoned him, and asked him 
if the records would be available, and he said they were available in 
the office of Mr. Parrish. I went to Parrish’s office and he said he 
knew nothing of the transaction. I then went to the office of Mr. 
Kk. H. Thornton, Sr., and he said that transaction was nobody’s 
business but his and Bunge’s, and he requested I transmit his exact 
words to the Department of Agriculture. 

Mr. Guinang. He said it was none of the business of the Depart- 
ment of Agriculture? 

Mr. CunntncHAM. Yes. He used profanity in making that 
expression. 

Mr. Guinane. Did he include any other governmental bodies? 

Mr. CunntncHam. No; just the Department of Agriculture. 

Mr. Guinane. Didn’t you have, in your conversation with E. H. 
Thornton, Jr., or Sr., did you ask them on this purchase of wheat, 
what was the price that Bunge paid on that $125,000? 

Mr. CUNNINGHAM. Bunge paid $2.50 per bushel. 

Mr. Guinane. At that particular time what was the average price 
of good No. 1 hard wheat. 

Mir. Cunninauam. On March 3, which is the date the confirmation 
of sale shows that the sale was made, the price of No. 1 wheat, accord- 
ing to George W. Chadwick, who was marketing specialist for the 
Production and Marketing Administration, the price of No. 1] 
$2.59: No. 2 was $2.585: No. 3 was $2.58: the price of No. 4 was $2.575: 
No. 5 was $2.57; and the sample grade was $2.52. 

Senator Young. Is that hard wheat or spring wheat? 

Mr. CUNNINGHAM. Hard wheat. 

Mr. Gurnane. And the last figure you gave was for sample-grade 
wheat? 


Was 


\ir. CUNNINGHAM. Sample-grade wheat. 

Mir. Guinaneg. That is the lowest-grade wheat? 

Mir. CunninGHAM. The lowest-grade wheat. 

Mr. GuINANE. $2.52? 

Mir. CUNNINGHAM. Yes. 

Mr. Guinaneg. That is 2 cents higher than Bunge allegedly paid 


Thornton for wheat which elevator B described as No. 1 hard wheat? 
Mr. CUNNINGHAM. That is true. 
Mr. Guinane. Did you ask for an explanation of that? 
Mr. Cunnirnauam. Well, they wouldn’t discuss the transaction at 


all; elevator B wouldn’t discuss it at all. 
The CuarrmMan. In other words, there was a total of how many 
bushels that was purchased at $2.50 per bushel? 


Mr. Cunnineuam. Fifty thousand bushels 

The CHarrMaNn. Purchased at $2.50 a bushel? 

Mr. CUNNINGHAM. Yes, sir. 

The CHarrMan. And even your lowest grade of wheat at the same 
period or the same dates, the quotation on the lowest grade of wheat 
would only be $2.52? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Guinane. Your Division made an examination of some records 
in elevator B at a later time, did you, as they were made available to 
you? 

Mr. CUNNINGHAM. Yes. 

Mir. Gurnans. Was it the records or these sheets they gave you. 
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Mr. CUNNINGHAM. These sheets are the only 1 orads we obt 
from elevator B showing the disposition of this Canadian wheat 

Mr. Guinane. And you obtained some other records from Ston 
Forwarding Co.? 

Mr. CUNNINGHAM. Yes. Stone Forwarding Co. furnished us a 
showing the charge-offs of this Dark Northern Spring wheat, Canad 
wheat, to the various ships 

Mr. Guinane. From your examination of the records, could yo 
tell us what percentage oi No. 1, No. 2, and No. 3 of hard wheat owne« 


by Bunge in elevator B, was shipped yu f elevator B 

Mr. CUNNINGHAM. We determined that 66 percent wheat that was 
charged off to ships by Bunge C rp. graded No. 1 hard wheat, No. 2 
hard winter wheat, and No. 3 Hard winter wheat, and those same grades 


of Red wheat and Dark Hard wheat; in other words, your top 3 grades 
of wheat, 66 percent of your top 35 erades of wheat was used to load 
out Bunge’s ships. 

Mr. Guinang. They were charged off against Bunge records 

Mr. CUNNINGHAM. Yes. 

Mr. Gurnane. During the period that this Canadian wheat was in 
elevator B, did the Commodity Credit Corporation also have wh 
stored there? 

Mr. CUNNINGHAM. Yes. During the period from January 
mean during the period from April 24, 1952, to July 28, 1952, ¢ 
modity Credit Corporation also had wheat 1 elevator B 

Mr. GUINANI And you also worked up some statistical data on th 
percentages relative to movement of Commodity Credit Corporat 
wheat out of the elevator? 

Mr. CuNNINGHAM. Yes, sir. 

Mr. Guinane. What were vour conclusions with respect to that as 
compared to the Bunge wheat? Will you explain that as well as you 
can? 

Mr. CuNNINGHAM. We have found that in loading the Commodity 
Credit Corporation ships, only 44.5 percent of these three high grades 
that | have described strike that, please. ‘That is incorrect | have 
the wrong figures on that 

We found that during the period from January 1, 1952, t 
1953, 95.22 percent of the chargeoffs to CCC ships were of these thre 
high grades that I have previously described 

Mr. GuInang. Now, in simple language, that would mean that th 
elevator on these shipments would charge 95 percent high-grade wheat 
with 1, 2, or 3 chargeoffs against Commodity Credit Corporation 
records? 

Mr. CuNNINGHAM. That’s right. 

Mr. GuiInane. Whereas, on Bunge, shipping various grades of 
wheat to the elevator, the chargeoffs to Bunge were a much lower per 
centage; is that true? 

Mr. CunninGHAM. That’s right 

Senator ELLENDER. What would that indicate 

Mr. GuInane. That would indicate that the elevator had charged 
the Commodity Credit Corporation with a very high percentage of 
Nos. 1, 2, and 3 grade wheat they had in the elevator. 

Senator ELLENDER. Was that in accord with their own records, the 
quality of wheat CCC had there? 
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Mr. Gurinane. As far as we know; when the wheat left the elevator 
it was generally No. 2 wheat, as far as Commodity Credit Corporation 
was concerned. 

Mr. Cunnineuam. All No. 2 except one ship of No. 3. 

Mr. Guinane. And when Bunge shipped out, what grade was that? 

Mr. CunninGHAM. These percentages I have related represent 
cargoes on 75 ships—62 of these ships were No. 2; 12 ships were No. 1 
and one was sample grade. 

Senator ELLENDER. That is Commodity Credit Corporation? 

Mr. Cunntnauam. No. That is Bunge Corp. 

Senator ELLENDER. How about CCC? 

Mr. Cunnineuam. They shipped out 46 ships; 45 were No. 2 
and cne was No. 3. 

Senator ELLENDER. Was that in accordance with the grades the 
Commodity Credit Corporation had ordered? 

Mr. Guinane. The grade that was shipped out was the grade it 
would order shipped out. 

Senator ELLENDER. What is the significance of what you are 
talking about? I can’t quite follow you. 

Mr. Gurnane. Lam just trying to have Mr. Cunningham explain it. 

Now, Mr. Cunningham, when the wheat for C ommodity Credit 
was shipped out of the elevator, it was principally No. 2 hard wheat? 

Mr. CuNNINGHAM. Yes. 

Mr. GuinangE. When wheat was shipped out for Bunge, what grade 
was that. 

Mr. CunnINGHAM. Principally No. 2, with some No. 1. 

Mr. Guinane. When the elevator charged Commodity Credit Cor- 
poration with 95 percent in making up that grade 2, when the ele- 
vator charged the Commodity Credit with using 95 percent on those 
loadings of No. 1 and No. 2 and No. 3 wheat, whereas they charged 
Bunge | Corp. with a much lower grade of wheat—they did that, didn’t 
they? 

Mr. CunnINGHAM. Yes, sir. 

Mr. Guinane. What was the figure you arrived at? 

Mr. CunninGHAM. Sixty-six percent. 

Mr. GuINANeE. Sixty-six percent? 

Mr. CunninGHam. Yes, sir. 

Mr. GurInane. As against 95 percent? 

Mr. CuNNINGHAM. Yes, sir. 

Mr. Gurnane. Which would mean that much higher grade of 
wheat was charged against and paid for by the Commodity Credit 
Corporation in making -~ the same grade of wheat that was shipped 
out for Bunge, whereas, they merely charged Bunge a much lower 
grade of wheat, which dilid result in several thousands—do you have 
any figure? 

Senator ELLENDER. What difference would that make, since the 
shipments were made in accord with what the Commodity Credit 
Corporation ordered out? You said one No. 2 and one No. 3. It 
was shipped according to the grades they intended them to be shipped 
on. What difference did that make? 

Mr. GuINnaNneE. Senator, we are going to try to show in this hearing 
here that a considerable amount of Commodity Credit wheat was 
used to upgrade shipments for Bunge and others. And we hope to 
give more detailed information on that. 
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Senator ELLenper. Is that unusual in the trade? I have heard 
a lot of that, a lot of commingling of wheat. 

You have heard that, Mr. Young, commingling of corn. 

Is that illegal? 

Mr. Gurnane. I think you are right, Senator. It is elevator prac- 
tice to upgrade wheat to a certain extent, as I understand, with the 
knowledge and consent of any party interested. 

Senator ELLENDER. Even without the knowledge 

Mr. GuInaneE. In some cases. 

Senator ELLENDER. | remember at Commodity Credit Corporation 
hearings there was a lot of commingling, and as I remember the 
evidence, it was the custom for this commingling. 

Mr. GuinaneE. That is what they said in Houston, Senator; that 
was also the custom; but $150,000 in graft was paid to two elevators 
to carry on that custom; and we are trying to find out if the same 
thing happened at the Galveston elevator. 

The CHAIRMAN. You may proceed with the questioning. 

Mr. GurnaneE. Mr. Cunningham, will you please describe the con- 
ditions of the records of elevator B as found by your organization on 
those you did get to see? 

Mr. Cunninauam. Well, these chargeoff records furnished on these 
sheets of paper show large amounts of this unfit Canadian wheat 


] 


charged off to the various ships. We summarized the entire charge- 
) 


offs furnished us, and we found that it equals 23 percent of the cargo, 
this Canadian wheat. One ship shows as high as 44 percent of the 
cargo is this Canadian wheat; and there also are other low grade 
wheats loaded aboard this ship. 

According to the grain standards, not more than 10 percent of a 
No. 2 cargo can be a spring wheat And | have pre viously Salad one 
of these ships showed as high as 44 percent. 

On a No. 1 cargo, not more than 5 percent of the cargo can be 
spring wheat. So, using these rules, we have computed that 596 
percent I mean 596,000 bushels, or 53 percent of this sample grade 
dark northern spring wheat, this Canadian wheat has not been 
accounted for. 

The CHArRMAN. Well, would you explain to us who arrived at the 
10 percent or the 5 percent as spring wheat? 

Mr. CunniInNGHAM. That’s the official grain standards 

The CHAIRMAN. In order to arrive at a sample that would comply 
with export practices or with the orders received for export purposes? 

Mr. CunnincHamM. Well, this wheat was all exported as No. 1 
hard winter or No. 2 hard winter wheat 

The CHarrMAN. And then, in order to keep it within the classifica- 
tion of No. 1 or No. 2 winter wheat, it could not contain over 10 percent 
spring wheat or 5 percent if it was a lesser figure in order to comply 
with that winter wheat? 

Mr. CUNNINGHAM. Yes, sir; that is true. 

The CuHarrMANn. That is what you mean by that 10 percent or 
5 percent? 

Mr. CunNINGHAM. That is according to the official grain standard. 

Senator ELLENDER. Who makes that determination? 

Mr. CunNINGHAM. The inspector; these ships were inspected under 
the official grain standards. 
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Senator ELLenperR. I understand. Again, you are dealing with 
Government people? 

Mr. CunNNINGHAM. Yes. 

Senator EL.LenperR. And what was their certification as to the 
contents of those ships? 

Mr. Cunninauam. These ships all received a certificate of No. 1 
or No. 2 grade 

The CuHarrMaAN. Let’s clarify this question of the inspectors. Are 
these i ispectors Government Inspectors, licensed by the Government, 
or are they wharf imspectors licensed by and for the wharf? Let’s 
oe that cleared up. 

Mr. Cunnincuam. The inspectors who inspected the ships for 
Galveston are employees of the Galveston Cotton Exchange and 
Board of Trade? 

The CHAIRMAN. Now, do they hold a Federal license? 

Ir. CunntnGHAM. They hold a Federal license; yes, sir 

The CHarrRMAN. But they are employees of the board of trade? 

Mr. CunninGHaM. Yes, sir. 

The CHarrMAN. At Galveston? 

Mr. CUNNINGHAM. Yes, sir 

The CHarrman. And they have qualified and have been licensed 
by the Federal Government to do this inspection work? 

Mr. Cunnrneuam. That’s right. And their work is under the 
supervision of the Grain Branch of the Production and Marketing 
Administration, who has an office here in Galveston. They super- 
vise inspection of these ships and they also conduct what they call 
official investigations. 

The CHarrMan. Well then, is every bushel or every sample taker 
of the grain going into a vessel inspected by this particular licensed 
inspector? 

Mr. Cunnincuam. By the Galveston Cotton Exchange and Board 
of Trade; yes 

The CHAIRMAN. They are Federal inspectors in this sense that they 
have been licensed by the Federal Government? 

Mr. CUNNINGHAM. Yes. 

The CuarrmMan. Are they the only inspectors who inspect this 
erain coing aboard this vessel? 


Mr. CunNINGHAM. That is true. 

The CHAIRMAN. There is no one checking on that? 

Mr. CunNINGHAM. Other than the Grain Branch. 

The CuatrMan. Then does the Grain Branch periodically check 


their work? 

Mr. Cunnincuam. The Grain Branch periodically checks their 
work, and on certain ships they stay, there during the entire operation 
and check every sample. 

The CuarrmMan. Then, in other words, the Grain Branch of the 
Commodity Credit Corporation or the Department of Agriculture 
will send a man down, and that man will stay right there and check 
every sample. Is there a required composite sample kept of the grain 
going into a vessel for any definite time? 

Mr. CUNNINGHAM. Yes, sir, there is. 

The CHarrMAN. In other words, the composite sample must be 
held for a certain period after a vessel is loaded out? 

Mr. CunninGHAM. That is true. 
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The CHatrMAN. So that the inspector of the Grain Branch can 
examine the composite sample, and that is designated as a composite 
of vessel such and such, shipped out under a certain date? 

Mr. CunntncHaAmM. That is true 

The CHAIRMAN. So, you do have a double check, your local 1 


l l l 


here that Is assigned to this wharf or assigned to this particular vess¢ 


bieiil 


could be one of the board of trade of Galveston if it happened to be 
the city of Galveston? 

Mr. Cunnincoam. That’s right 

The CHarrRMAN. A composite sample would have to be compiled 
from all the samples going aboard that vessel, and the Department 
of Agriculture inspectors can come along and check the samples 
thus, you have a double check if vou exercise it? 

Mr. CunnincHam. That is true 

Senator Younac. You say there is a limit of 10 percent of ha 
spring wheat that can be contained in hard winter wheat? 

Mr. CuNNINGHAM. Yes, sir 

Senator Youna. Why the limit? Doesn’t No. 1 Spring wheat 
usually command a better price? 

Mr. CuNNINGHAM. Spring wheat is classified as wheat of other 
classes, therefore, not more than 5 percent could be in hard wintet 
wheat; your spring wheat grades are different 

Senator Youna. That is to give information to the purchaser as to 
what kind of wheat he is getting? 

Mr. CunnincHam. The quality of wheat; ves 

Senator ELLENDER. According to the records, as you found them 
all of the wheat that was shipped and that you have been talking 
about has been graded? 

Mr. CuNNINGHAM. Yes. 

Senator ELLENDER. Was any objection made to the kind of grad 
were you able to detect from the certificate of those who inspected it 
that there was Canadian wheat in there? 

Mr. CunninGHAM. No; the certificates show that it is No. 2 and 
No. 1 wheat, whatever the grade was; and we have examined the logs 
which show that the wheat was sampled, show that every 8,000 
bushels loaded into a ship were sampled, and those records don’t 
show any excess amount of spring wheat went into any of the ships 

Senator ELLENDER. So that all the wheat that was shipped the 
was legally shipped, it conformed to the rules and regulations of tl 
Department? 

Mr. Cunnincuam. Yes. But it wouldn’t conform to these charg 
offs, this quantity of spring wheat shown by these chargeoffs 

Senator ELLENDER. Would you say then that those who shipped 
made misrepresentations to the inspectors? 

Mr. Cunninauam. I wouldn’t say that; no. 

The CHarrMan. What are we to understand from the chargeoffs 
Will you give us a detailed explanation of what you contend between 
the figures in the chargeoff and the figures of this type of grain that 
went in, and was so reported by the inspectors when the cargo was 
being loaded? 

Mr. CunninGHAM. Yes 

The CHAIRMAN. You are telling us now that there is a difference 
between the samples that were taken by the official inspectors and 
the cargo of grain in the vessel. In other words, the grain that was 


, 
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found in the vessel does not comply with the composite samples or 
the records of samples taken at the time of the loading out. Is that 
what we are to understand? 

Mr. Cunnincuam. The final grade assigned to the ship, No. 1 and 
No. 2, conflicts with the information of the grade shown on these 
chargeoffs, which are reported or purported to show the grades of 
wheat that went into that particular ship. 

The CHarrMan. Well, that is what we want to get clear here, 
because this is very important. In other words, if there was in the 
inspector’s report so many thousands of bushels of No. 1 and so many 
thousand bushels of some other grade, which would be spring grain, 
and so many thousand bushels of winter grain that went into this 
vessel—if that was the inspector’s report—but when you get the 
total grain that is in the vessel and then you get your samples, and 
you compile the information from the weights and the type of grain 
that is in there, you find that the weights of the various qualities and 
kinds of grain are in dispute with what the inspectors laid down in 
their records. Is that the fact that we are to understand? 

Mr. Gurnane. Perhaps we can ask a few questions and clarify that. 
Would you read the quantities and mix of wheat as shown on the 
paper, identify the paper, where you got it? 

Mr. Cunnineuam. This is what purported to be the chargeoff for 
Bunge Corp. for the steamship HLurytheus, according to elevator B 
records, the following grades of wheat were charged off or loaded 
aboard that ship in order to make a No. 2 grade. I will read those 
grades: No. 1 Dark Hard, 9,946 bushels and 50 pounds; No. 1 Hard, 
39,437 bushels and 10 pounds; No. 2 Dark Hard, 34,467 bushels and 
410 pounds; No. 2 Hard wheat, 21,611 bushels and 10 pounds; No. 4 
Hard wheat, 2,003 bushels; No. 5 mix, 5,607 bushels and 30 pounds; 
No. 5 Hard, 60,000 bushels—I mean 60,750 bushels and 30 pounds; 
Sample grade mix 20,339 bushels and 40 pounds; Sample grade Dark 
Northern Spring wheat, 153,969 bushels and 50 pounds. 

Mr. Gurinane. Just a minute. From your investigation, is that 
Sample grade Dark Northern Spring wheat, is that the wheat you 
traced in from the lake ports as being wheat unfit for human con- 
sumption? 

Mr. CunninGHAmM. Yes, sir. That wheat, and also this 20,23! 
bushels of Sample grade mixed wheat is also Canadian wheat. 

Senator EL.LeNpER. Why couldn’t the inspector find that out? 
What is the use of an inspector? 

Mr. Gurnane. Did you talk to Federal inspectors concerning these 
papers? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Gurnane. Who did you talk to? 

Mr. CunninGHAM. I| have interviewed all of the Federal inspectors 
who checked, your Galveston Cotton Exchange and Board of — 
inspectors, and we have examined their logs and they show the whea 
graded No. 2 in each lot, without exception, and I have showed them 
these chargeoffs which purport to show the wheat that went into these 
ships, and all inspectors said it was impossible, that this wheat didn’t 
go in these cargoes; these grades didn’t go in these cargoes. 

Mr. Guinane. What is the significance of that in your opinion? 

Mr. Cunnincuam. The significance is that the Canadian wheat 
that moved into elevator B is still not accounted for. 
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Mr. Gutnane. And from your investigation, did you reach the 
conclusion that these figures were put in there to account for the 
Canadian wheat and show a high overload on these particular ships of 
Canadian wheat? 

Mr. CunNINGHAM. Yes. 

Mr. Guinane. And on non-I[WA vessels? 

Mr. CunNINGHAM. Yes. 

Mr. Gurnanze. Whereas, on IWA vessels their records showed what, 
a very low degree of Canadian wheat? 

Mr. CuNNINGHAM. Just small amounts on several vessels. 

Mr. GuInane. So, what the inspectors told you then, the Federal 
inspectors and State-licensed inspectors, was that it would be impos- 
sible to mix that much Canadian frosted wheat in that mix and still 
arrive at No. 2? 

Mr. CunninGcHam. That is true. 

Senator ELLENDER. Then that record is wrong, isn’t it? 

Mr. GuINnane. We think it’s absolutely wrong, Senator. 

The CHarrMaANn. The figures of the load-out, as compiled by the 
inspectors, do not balance with the figures that you have found to be 
in the cargo of wheat in the vessel, that is what you are contending by 
reading these figures to us? 

Mr. CunninGHAM. The inspectors’ records all the way through, 
and their statements indicate that No. 2 wheat or No. 1 wheat was 
loaded into these vessels. These chargeoffs do not show that No. 2 
wheat went into these vessels. Now, this particular vessel that I have 
read, our marketing specialist of the PMA, Commodity Office, says 
this ship would not grade No. 2 as shown, but would show sample 
grade or sample grade mix. 

Senator ELLENDER. But the fact remains that it graded No. 2. 

Mr. CunninGHAM. The fact remains that it graded No. 2. 

The CuarrMman. In the load-out? 

Mr. CunninauHam. It graded No. 2 according to the inspectors’ 
records and according to their statements. You see, these records 
have been furnished us subsequent to the actual load-out of the ships. 

The CuarrMan. Is there any way that this could have been done 
and the inspectors not have been able to have detected the grain 
samplers when they were taking the samples of grain? 

Mr. Cunninauam. We don’t think it could. If there is a borderline 
case, there is a possibility they could have made errors, but a ship 
showing 44 percent Dark Northern Spring wheat, there is appar- 
ently no chance for an error of that kind. 

The CHarRMAN. You mean an error that great? 

Mr. CunninGHAM. That’s right. 

The CuatrMAN. How much would you say would be the error 
there? 

Mr. Cunnineuam. Thirty-four percent of the cargo of the wheat 
would be excess wheat. 

The CuarrmMan. You mean 34 percent of the ship’s cargo, according 
to those figures, would be excess? 

Mr. CunNINGHAM. Excess, yes. 

The Cuarrman. What kind of wheat? 

Mr. CunnineHam. Canadian wheat, Dark Northern Spring wheat. 
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The Cuarrman. In other words, the Northern Dark wheat was 
30 percent in excess of the winter wheat that this cargo was supposed 
to contain; is that it? 

Mr. CunNINGHAM. It is 34 percent in excess of the maximum 
amount that would have been permitted under the grain standards 
under which the ships were inspected. 

Senator ELLenprER. And yet, the inspection certificate doesn’t show 
that. It showed No. 2 wheat. 

Mr. CunninGcuam. That is true. 

Mr. Guinane. What conclusion do you draw from that? 

Senator ELLenper. It’s not a question of conclusion. Let’s get 
the facts, then draw the conclusion. 

Mr. Guinane. From the facts you have investigated then, what 
did you find that these certificates represented through entries of wheat 
mixed in the elevator, from your interview with grain inspectors in 
Galveston? 

Mr. Cunnrncuam. All the grain inspectors say these chargeoffs do 
not reflect the grades that were loaded in these ships. 

Mr. Guinane. Therefore, they are false? 

Mr. CunninGHAM. They are false. 

Senator ELLENDER. What advantage would it be to make these 
false statements if the wheat they shipped was No. 2? 

Mr. Guinane. The advantage really could be 

Senator ELLENDER. Id like to know what it is rather than what it 
could be. 

Mr. Gurnane. We are going to try to show by witnesses here what 
that really represents. 

Senator Youna. If you will look at the kind of wheat that went into 
that cargo, anyone that knows the agreement would have to assume 
someone was crooked, because they couldn’t possibly grade No. 2 
wheat. 

Senator ELLENDER. You would have to label that to the inspectors, 
wouldn’t you? 

Senator Youna. If the inspector was honest and sampled that cargo 
and that record is there, it would appear someone is wrong; someone 
is crooked. 

I know something about the wheat business; I know that kind of 
wheat would not get by the Minnesota inspectors with that grade. 
It couldn’t possibly be. 

Mr. Guinane. In talking to the inspectors, do they still have some 
of the composite samples taken from these ships in question? 

Mr. CunninGcuam. Yes, sir; they had most of the composite samples 
of wheat 

Mr. Gurnane. And did they reanalyze those composite samples 
for you? 

Mr. Cunnincuam. Yes; they rechecked all of them. 

Mr. Guinane. What were their findings with respect to the grade 
of wheat? 

Mr. Cunnincuam. None of those samples showed spring wheat in 
excess of 10 percent for No. 2, and 5 percent for No. 1. 

Mr. Guinane. Therefore, they found the certificate given by the 
original inspector as to the wheat that was in the ship was a No. 2 
wheat? 

Mr. Cunnincuam. That’s true. 
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Mr. Gurnane. Did you want to make any statement as to the 
significance of this now, Senator? 

Senator ELLenpeEr. I'd just like to get more facts on it, to have 
them, here you have a situation where the insvection was made by 
Government men, grading it No. 2; then, you say they checked over 
again, and again found it to be No. 2. 

Mr. Gutnane. And these certificates we find are false, from the 
statements made by grain inspectors, which means that the elevator, 
in order to account for the large amount of Canadian wheat on ships 
which were not under the TWA, showed their records as loading as 
high as 44 percent in non-[WA vessels. 

Senator ELLENpDER. Well, I don’t know too much about wheat, 
except I eat a lot of bread, but the point I want to try to make to you 
is that according to the facts that you have submitted, so far, the 
wheat graded No. 2. 

Mr. Guinane. Right. 

Senator ELtenper. They checked it over again and again the 
wheat graded No. 2 from the samples. 

Mr. GuiInane. Yes. 

Senator ELLENDER. Now, if there was any chicanery in that thing 
all the inspectors must have been in it. Am I right? 

Mr. Guinane. No, I wouldn’t say so. 

Senator ELLENDER. Why wouldn’t they be? 

Mr. Guinane. Because the elevator did not put into the ships grain 
described on those elevator records; they put in No. 2 wheat and the 
inspectors inspect the wheat as it goes in the ship. They do not put 
that on the ship because the inspectors say it is impossible. 

The CuarrMaNn. I would say before this committee can possibly get 
any clear understanding of this transaction, we are voinge’ to have to 
have some inspectors here on the witness stand, and we are going to 
have a statement and explanation from them how this could have 
occurred, because we know here that the inspectors samples as it 
was being loaded out do not square with the quality of grain that was 
aboard the vessel. 

Mr. Guinane. That’s right. 

The Cuarrman. And we have to find out how that could in any 
possible manner be brought about. 

Mr. GuiInaNne. We are going to have Mr. Freeman, Federal in- 
spector, testify here today or tomorrow concerning that. And | 
hope they can answer all the questions then. 

The CHarirMAN,. All right. 

Senator ELLenpeER. If they come here and testify that the wheat 
contained No. 2 grade, and then these records are different, why 
couldn’t they have found that out when the ship was loaded? 

Mr. GuiInanb. Senator 

Senator ELLeNDER. Somebody was not on the job. 

Mr. Guinane. I would prefer having an experienced inspector 
expl in to you how a ship is loaded and when inspection is made. 

The CHarrMan. | think that would give us a greater insight into 
this question. You may proceed with this witness if you have any 
further questions for him. 

Mr. Guinang. Mr. Cunningham, in connection with your investi- 
gation, and your investigation also covered other ports, didn’t it, 
covered the investigation at Houston; didn’t it? 
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Mr. Cunnincuam. Yes. 

Mr. Gurnane. In your investigation at Houston, did you find that 
any irregular payments had been made by anyone to elevator opera- 
tors for this so-called mixing and blending operation? 

Mr. Cunnincuam. Yes, sir. 

Mr. Guinane. And to whom, who admitted receiving such pay- 
ments? ; 

Mr. Cunnincuam. Mr. William F. Felrath, former superintendent 
of Public Grain Elevator at Houston, and C. J. Winters, formerly 
superintendent of the New Orleans Public Elevator. yf 

Mr. Guinane. And how much did they admit receiving? 

Mr. CunninGcuam. Mr. Felrath admitted receiving $103,700 from 
Transit Grain Co., $15,299 from Stone Forwarding Co. in Houston, 
$16,900 from Uhlman Elevators Co. of Texas; $1,000 from Uhlman 
Grain Co. of Kansas City; $250 from Standard Milling Co.; $3,750 
from Valley Grain Co. And that concludes the payments to Mr. 
Felrath. 

The CuarrmMan. Totaling how much? 

Mr. Cunnincuam. I don’t have it totaled. 

Senator ELLtenpEerR. And over what period of time? 

Mr. CunnincHam. Over a period of time from 1948 through 1953. 

Senator ELLENDER. Can’t you tell us on this particular transaction? 

Mr. CunninecHam. Which transaction? 

Senator ELtenpER. That we are discussing now. 

Mr. CunnincHaM. This has nothing to do with this particular 
transaction. This is at Houston. 

Senator ELLenpER. Well, what we are talking about now, you say 
there was some illegal commingling; they didn’t get paid for any of 
that? 

Mr. CunnincHam. The Public Grain Elevator man at Houston 
got paid for commingling wheat. 

Mr. Gurinane. What kind of wheat? 

Mr. CunnineHam. Canadian wheat. 

Senator ELLENDER. By whom was he paid? 

Mr. CunnincHAM. The companies I have just listed. 

Senator ELLENDER. And how much was he paid the year this 
happened? 

Mr. CunnincHaM. Well, the Canadian wheat started coming in 
during 1950 and continued through 1953. 

Senator ELLENDER. You mean this unfit wheat? 

Mr. CunnINGHAM. Yes. 

Senator ELLENpDER. I thought there was just 1 year. 

The CHatrRMan. 1950, 1951, and 1952. 

Senator EtutenpErR. But it was wheat produced in 1950? 

Mr. Gurnane. Go ahead and tell us how much the payments were 
in 1950, 1951, and 1952. 

Senator ELLenpER. Well, it’s in the record. 

Mr. CunnincHam. Mr. C. J. Winters, formerly superintendent of 
the New Orleans Public Elevator, received $36,000 from Transit Grain 
Co. 

Senator Younc. And these companies you mentioned have been 
purchasers of Canadian feed wheat? 

Mr. CunnincHaM. I can’t answer on all of them. I think most of 
them have. One or two small ones I am not sure about. 
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Mr. GurnanE. What companies came in there definitely in your 
investigation with reference to Galveston Wharves? 

Mr. CunnrncHam. Uhlman Elevator Co. of Texas came in their 
investigation of Galveston Wharves. 

Mr. Gutnang. Who did they make payments to, Mr. Felrath? 

Mr. CunninaHam. They made payments to Mr. Felrath, however, 
they shipped blended Canadian wheat down to elevator B here 

Senator ELLENDER. Were you able to trace any of the payments to 
the companies you have been mentioning here? 

Mr. Guinanz. We might say, Senator, you have been out of the 
country, I know, the Transit Grain Co. who paid this hundred thou- 
sand dollars to Felrath and $36,000 to Mr. Winters at New Orleans 
and Mr. Leo Potishman, president of the Transit Grain Co., Julian 
Scott, vice president and general manager, and Mr. Felrath were 
indicted within the past 10 days at Houston, Tex., on criminal charges 
of conspiracy to defraud the Government, and using the mails. 

Senator ELLENDER. The question I asked was in regard to certain 
companies mentioned a while ago, were you able to trace that they 
were in on these payments. 

Mr. Gurnane. As far as that Houston information is concerned, 
of course that was all investigated by these boys. We were trying to 
develop whether the same situation appeared at Galveston. And | 
want to question witnesses concerning that. We do have some infor- 
mation. 

Senator ELLeNprER. I see. 

The CHarrMAN. You may proceed. 

Mr. Guinane. Mr. Cunningham, I believe, you mentioned com- 
plaints have been received by your department before? 

Mr. CunnrinaHAM. Yes, complaints were received on two ships on 
which International Wheat Agreement subsidy had been claimed by 
Bunge Corp., from the Swiss Government. The Swiss Government 
complained that the steamship 7revider, which was loaded in Galveston 
by elevator B on August 19, 1952, and the steamship Allobrogia, which 
was loaded in Galveston on September 3, 1952, contained No. 5 
Manitoba wheat, which is a Canadian wheat. 

The analysis made by the Swiss Goverment showed that the steam- 
ship Trevider contained 7.8 percent of this wheat, which would be 
30,000 bushels, and that the steamship Allobrogia contained from 1.5 
up to as high as 13.22 percent of this Canadian wheat. 

The CHatrmMan. When you say from that one low percent to a 
higher percent, that would be on the various samples taken from the 
different sections of the ship; is that it? 

Mr. CunninGHaM. That is true, yes, sir. 

The Cuarrman. So that 1 hold or 1 section of the hold might con- 
tain 1 percent and the next section might contain 5 or 6? 

Mr. CunninGHam. That is true. 

Senator ELLENDER. That finding was contrary then to the certificate 
that went out of Galveston, indicating the kind and quality that was 
shipped from here? 

Mr. CunnincHam. That is true; these chargeoffs furnished us by 
elevator B on these particular ships do not show chargeoffs of any 
Canadian wheat on the chargeoffs. That is these records. 

The Cuarrman. When the country that received the wheat unloaded 
it and took their samples, that is what they found? 
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Mr. Cunnincuam. Yes. And they sent their sample to the De- 
partment of Agriculture, who analyzed it, and they found their 
findings correct. 

Senator Eitenper. Is it possible to take wheat that has been 
commingled in the United States, say it is Canada or Minnesota 
wheat? 

Mr. Cunnincuam. They say this wheat bore the same character- 
istics as Manitoba No. 5, which is Canadian wheat. 

Senator Youna. And there is none of that in this part of the 
United States? 

Mr. CunninGHAM. NO, sir. 

Senator EL.uenpmR. A while ago you said that in this low-grade 
wheat there was 1,110,000 bushels that was identified as Canadian, 
and three-hundred-six-some-odd-thousand bushels of other low-grade 
wheat. 

Mr. Cunnincuam. It was all Canadian that I was referring to at 
that time. 

Senator ELLeENpER. The million one hundred ten as well as the six 
hundred thousand? 

Mr. Cunnincuam. Yes. 

The CuarrMan. You may proceed. 

Mr. Guinane. I thought possibly, Mr. Cunningham, you might 
be able to clarify for the record a little better this significance between 
the 95 percent charged to CCC as against the, what was it, 64 percent 
to Bunge? 

Mr. CuNNINGHAM. Yes. 

Mr. Guinann. Would you give your explanation to that, please, 
what the significance is? 

Mr. Cunninauam. Yes. Well, in interviewing Mr. Mulloy, pre- 
viously mentioned as the manager of Bunge Corp. in Kansas City, 
he said his instructions to the elevator here, elevator B, was to use 
as much of these wheats of low grade as possible to blend out his 
cargoes. So, these figures that I have previously related show that 
large amounts of low-grade wheats were used to blend out Bunge 
Corp.’s carzoes. 

And compared to CCC cargoes, they received, that is, they used a 
lot of low grades. Another way to state it is that higher grades 
were used on CCC ships to blend out the same grade of cargo. 

Mr. Gurnane. And they have to blend that real low grade of 
wheat with some other wheat in the elevator to bring it up to No. 2; 
is that true? 

Mr. CunntnGuam. That is correct 

Mr. Guinane. Does the Commodity Credit Corporation have a 
great deal of wheat stored in this elevator B or did it during this 
period? 

Mr. CunninGHam. January 1, 1952, through July 23, 1952, they 
shipped into elevator B 12,330,641 bushels. That covers the only 
period in which Canadian wheat was in elevator B. And the charge- 
offs for that period were, roughly, the same amount, was a little more. 
They, apparently, had a little inventory on January 1, 1952. 

Senator ELLeNpDER. According to your testimony, there would be 
no doubt in your mind but that much of the wheat that was shipped 
by Commodity Credit Corporation, had some Canadian wheat 
mixed with it? 

Mr. CunninGuHam. I couldn’t say that; no, sir. 
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Senator ELLENDER. Well, the next question I was going to ask you, 
you cited two ships having had Canadian wheat in it. Do you know of 
any ships that left Galveston that were shipped by the Commodity 
Credit Corporation in which the same charge was made by receivers 
as was the case by the Swiss Government? : 

Mr. CunnineHam. We haven’t received any complaints; no, sir. 

The CHarrMAN. You may proceed with the questioning, 

Mr. Gutinane. That is all the questions I have right now 

The CuatrmMan. The next witness will be Vincent Kopecky. 


TESTIMONY OF VINCENT J. KOPECKY, FOREMAN, ELEVATOR B, 
GALVESTON WHARVES, GALVESTON, TEX. 


(The witness was sworn by the chairman 

Mr. Guinane. Mr. Kopecky, what is your present position? 

Mr. Kopecky. Foreman. 

Mr. Guinane. Where? 

Mr. Korrecxy. Elevator B. 

Mr. Guinang. Operated by the Galveston Wharves? 

Mr. Kopecky. Yes. 

Mr. Guinane. And who is superintendent of that elevator? 

Mr. Korrcky. Well, Mr. Cannon is the general foreman. 

Mr. Guinane. Is that spelled C-a-n-n-o-n? 

Mr. Kopecky. Yes, sir. 

Mr. Guinane. He is the general foreman. 

Mr. Kopecky. Yes, sir. 

Mr. Guinane. And who are the officers who operate the elevator? 

Mr. Kopecky. Mr. Thornton, Sr., and Mr. Sweeney and Mr. 
Parrish. 

Mr. Guinang. What is Mr. Sweeney’s position? 

Mr. Kopecky. Well, he is assistant general manager, I imagine. 

Mr. Guinane. Mr. Kopecky, how long have you lived in Gal- 
veston? 

Mr. Kopecky. Since 1920. 

Mr. Guinan. And prior to that, what work were you in, what did 
you do? 

Mr. Kopecky. Well, I was farming. 

Mr. Guinane. You have a family, do you? 

Mr. Korrcky. Yes, sir. 

Mr. GuiInaneE. Grown children, married, [ suppose? 

Mr. Kopecky. Yes, sir. 

Mr. Guinane. And you have resided here ever since 1920? 

Mr. Kopecky. Yes, sir. 

Mr. Guinang. How long have you worked at elevator B at Gal- 
veston Wharves’ 

Mr. Kopecky. Well, I have worked at both elevators, A and B, 
both, since 1920. 

Mr. Guinane. When did you first go to work for elevator B? 

Mr. Kopecky. In November 1920. 

Mr. Guinane. November 1920. Who owned the elevator at that 
time? 
Mr. Kopecky. Galveston Wharf Co. 
Mr. GuInaNne. Was that a private company at that time? 
Mr. Kopecky. Yes; stockholders. 
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Mr. Gurnane. Do you happen to know about what time the city 
of Galveston purchased the elevator? 

Mr. Kopecky. No; 1 don’t remember the date. 

Mr. Guinane. The approximate time? 

Mr. Kopecky. Well, about ’46 or ’45, along in there. 

Mr. Guinane. When you first began working for the elevator, 
what did your work consist of? 

Mr. Kopxrcxy. I was a spout shifter on the bin floor. 

Mr. Guinanzg. And you held various jobs during these years at the 
elevator. 

Mr. Koprckxy. Yes. 

Mr. Guinanze. What jobs? 

Mr. Korrcxy. Weigher, and of course, spout shifter, and foreman. 

Mr. Gurnane. And at times before you became foreman, did you 
act as general foreman? 

Mr. Kopnrcxy. No, sir. 

Mr. Guinane. During the period from 1920, over that period of 
years until, say, 1950, did very much frosted wheat come in the 
elevator? 

Mr. Koprrcxy. No, sir; I don’t remember. 

Mr. Guinane. Would you say it was a large amount or a very small 
amount? 

Mr. Koprcxy. Up to 1950? 

Mr. GurInane. Yes. 

Mr. Korrcky. I don’t remember of any. 

Mr. Gurnanz. You don’t remember of any coming into the eleva- 
tor? 

Mr. Korrcxy. No, sir. 

Mr. Guinane. Then, in 1950 you found that some of this Canadian 
wheat came in the elevator, didn’t you? 

Mr. Kopxcxy. I don’t think it came in 1950. 

Mr. GuInaNneE. 1951. 

Mr. Kopecky. Along there; I don’t remember when. 

Mr. Guinane. About 1951? 

Mr. Koprcxy. Along in there sometime. 

Mr. Guinane. About 2 years ago? 

Mr. Koprecxy. Something like that, a year and a half or 2 years 
aco. 

Mr. Gurnane. At that time did you have occasion to examine the 
wheat? 

Mr. Koprecxy. Well, I am not no grain inspector; I just knew it 
was frosted wheat. 

Mr. Guinane. From lookin 

Mr. Kopecky. Yes, sir. 

Mr. Gurnane. And how did you know it was Canadian frosted 
wheat? 

Mr. Korrcky. I don’t know if it was Canadian wheat or not. 

Mr. Guinane. Did anyone at the elevator, did you hear them talk- 
ing about it? 

Mr. Kopecky. No, I didn’t know where the grain came from. 

Mr. GurnaNne. Did you think it was Canadian wheat? 

Mr. Kopecky. I couldn’t tell. I couldn’t tell where it was from, 
I couldn’t tell where it was grown. 
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Mr. Gurinang. Were there rumors and conversations about it at 
the time? 

Mr. Koprcxy. Well, I read it in the paper. 

Mr. Gurnane. When you talked to us last night, Mr. Bachmann 
and Mr. Stanton and Mr. Cunningham, do you recall that you told us 
that it was general conversation around the elevator, that you couldn’t 
tell it was Canadian wheat, but it was generally believed to be Can- 
adian wheat by the talk? 

Mr. Kopecky. Well, yes. 

Mr. Guinane. Now, during that period when the Canadian wheat 
was in there, what was your position? 

Mr. Kopecky. I was foreman in the elevator. 

Mr. Gurnang. And what duties do you perform or did you then 
perform as foreman? 

Mr. Korrcky. Just the labor and stuff, tell them how many men I 
need to operate the elevator. 

Mr. Guinane. And when you received instructions to load a ship, 
how would you receive those instructions? 

Mr. Koprcky. I would get an order from the main office to ship 
No. 2 wheat or maybe No. 1. 

Mr. Gurnane. That is the main office of the Galveston Wharves? 

Mr. Koprcxy. The main office of the Galveston Wharves. 

Mr. Guinang. That is uptown here, is it? 

Mr. Korrcky. Yes. 

Mr. Guinane. And would the main office tell you what percentage 
to mix in for that No. 1 or No. 2? 

Mr. Korrcxy. No. 

Mr. Guinane. That was your business, was it? 

Mr. Kopecky. Yes, sir. 

Mr. Gurnane. And you had sufficient experience so that you could 
arrive at a mix of a No. 1 or No. 2? 

Mr. Kopecky. Yes, sir. 

Mr. Guinane. Now, will you just describe for us when you begin 
loading the ship what happens in the elevator; what do you do? 

Mr. Korrcxy. Well, we just get right in and start the grain to the 
ship. 

Mr. Guinane. What do you do inside the elevator to start the 
grain moving inside the ship? 

Mr. Kopecky. We make up our slate what we are going to mix, 
and start out. 

The CHarrMan. Let us get this a little clearer. In other words, 
you have various bins throughout the elevator; do you not? 

Mr. Koprcky. Yes. 

The CuarrMan. And you have pipes coming from the various bins 
and these pipes convey the grain that is being elevated to the general 
head in that elevator? 

Mr. Kopecky. To the scales. 

The CuHarrMAN. This grain is weighed on the scale and then 
spouted? 

Mr. Kopecky. Yes. 

The CHarrMANn. Where do all these spouts come together? 

Mr. Korrcxy. Down in the basement of the elevator. 

The CHarrmMan. Then you have the big elevator that takes all of 
this grain and moves it into a spout going to the ship, or what happens 
to it? 
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Mr. Koprcxy. It goes to the scale, first. 

The CuHarrmMan. To the big scales? 

Mr. Koprcky. Then it goes on a belt to the ship bins. 

The CHarrMan. It doesn’t go in a general spout to the ship, but 
goes on a belt? 

Mr. Koprcky. That’s right. 

The CHAIRMAN. Why does it go on a belt? 

Mr. Korrcxy. You can discharge the different batches on a ship. 

The CHatrMan. Where is this mixed when it comes from all these 
different elevators? You have spouts coming in there like my 
fingers, all coming to a central place. ; 

Mr. Koprcky. Yes, sir. 

The CHarrMAN. Where is it mixed? 

Mr. Kopecky. Below, down in the basement. 

The CHarrman. What kind of mixer does it go over, just 3 or 4 
spouts spouting the grain together? 

Mr. Kopecky. That’s right. 

The CHarrMan. It isn’t a tumbler that mixes the grain or anything 
of that kind? 

Mr. Koprcky. No, sir. 

The CuHarrMan. Then, the belt picks it up and carries it out? 

Mr. Koprcky. Carries it upstairs, and it goes out. 

The CHarrMan. How does it carry it? 

Mr. Koprcxy. In buckets. 

The CuarrMan. In buckets? 

Mr. Koprcky. Yes, sir. 

The CuarrmMan. After it gets upstairs, does it run in a spout to 
the ship? 

Mr. Koprcxy. No, sir. It is—it discharges on another belt. 

The CHarrMan. That belt conveys it out. But does that belt 
have buckets on it, too? 

Mr. Koprcxy. No, sir. It has a slick belt; it is a slick belt. 

The CuHarrMan. It lies flat so that the grain doesn’t roll or any- 
thing, but goes on up. Is that right? 

Mr. Koprcxy. That’s right. 

Senator ELLENpDER. Let me ask you this, so that the wheat that is 
shipped is not mixed at all until you get ready to ship it? 

Mr. Korrcxy. That’s right. 

Senator ELLENDER. Now, let us take as an example, you say there 
was some frostbitten wheat, but you weren’t positive where it came 
from. Do you remember having used some of that frosted wheat to 
ship in any cargoes? 

Mr. Koprcky. Yes, sir. 

Senator ELLENDER. Who determined how much of a certain grade 
of wheat was to go in the spout, did you get instructions as to the 
amount? 

Mr. Korrcxy. Well, the inspectors tell us when we are working 
United States standards. 

Senator ELLENDER. Government inspectors? 

Mr. Koprcxy. Trade inspectors and Government inspectors also, 
when they are shipping. 

Senator ELLENpER. When wheat is shipped to a country that 
belongs to the wheat agreement, do you have any special inspectors 
that come there to see the wheat? 


ee 
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Mr. Kopscxy. No, sir. I don’t know that. 

Senator ELLENDER. But you are told how to mix the wheat by 
Government inspectors? 

Mr. Korrecky. They don’t tell me; I just go according to standards, 
you know, United States standards, a little book that tells you what 
you are allowed in damage and foreign material, and dockage, and so 
forth. 

Senator ELLENDER. Where are the inspectors while you are doing 
that, do they check you to see you do it right? 

Mr. Koprcky. After they catch a sample on the ship. 

Senator ELLENpDER. There is no inspection by them until—— 

Mr. Koprcxy. They catch it on the ship. 

The CuatrmMan. Now then, who controls the spouts coming from 
the various bins? Do you control those spouts? 

Mr. Koprncxy. No, sir. 

The CHArRMAN. Who does control them? 

Mr. Koprcky. We have a man working down there, laboring men. 

The CHarrMAN. You have men at the different spouts? 

Mr. Kopecky. Yes, sir. 

The Cuairman. If the sampler out here on the ship that is taking 
the samples for the purpose of inspection informs you that the grain 
is not according to the standard that is supposed to go in that ship, 
then you have to inform the men at the various stations controlling 
those spouts that ““You better open this spout up,’”’ or ‘‘You better 
open that spout up,” or “You better close the spout down, you are 
getting too much of this quality of grain that is tainting our sample 
that has been requested for the ship.”’ 

Mr. Korrecky. That’s right. 

The CuHarrMan. So, there might be a dozen of you at the various 
pipes or elevator controls? 

Mr. Koprcky. That’s right. 

The Cuairnman. There might be half a dozen or more, depending 
on the various numbers of samples that are going into the composite 
sample for the ship? 

Mr. Kopecky. That’s right. 

Senator ELtenper. Then, from your answers I would conclude 
that the inspectors are watching at all times? 

Mr. Kopecky. That’s right, sir. 

The CHatrMaAn. Does the sampler come on at 7 o’clock in the 
morning and remain all day? 

Mr. Koprexy. All day, unless he lays off 

The CuairMan. What if you are filling a vessel 24 hours a day? 

Mr. Kopecky. We stay on and work overtime. 

The CHairmMan. In other words, if you start loading a ship, if it 
takes you 10 hours or 24 hours, you just continue until that vessel is 
loaded? 

Mr. Kopecky. No, sir. Sometimes we knock off at certain hours, 
maybe 10 o’clock or 11 o’clock, and finish the boat the next day; we 
will knock off, say, at 10 o’clock or 11. 

The CHatrmMan. Why would you knock off at 10 o’clock? 

Mr. Kopecky. The men need rest; they can’t work from 7 in the 
morning, they couldn’t work all day and all night. 

The CHAIRMAN. When you say 10 o’clock, is that 10 p. m. or 
10 a. m.? 

Mr. Kopecky. P. m. 
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The Cuarrman. If they start at 7 in the morning, they work all 
day and sometime in the course of the day you shut down operations, 
you call it knocking off, and the next man might call it a shutdown? 

Mr. Koprcky. Yes, sir. 

The Cuarrman. And everything stands still, the boat would just 
be lying there? 

Mr. Korrcky. That’s right. 

The CHarrmMan. Until next morning? 

Mr. Kopecky. That’s right. 

The CHarrMANn. Then you resume? 

Mr. Koprcxy. That’s right. 

The CHarrman. Would you be the man that has the authority as 
to when you resumed loading? 

Mr. Korrckxy. We generally get orders from the main office how 
late to work the ship. 

The CuatrMan. They give you instructions, ‘‘We are loading this 
ship until such an hour tonight, then close down until such a time 
tomorrow morning’’? 

Mr. Kopecky. Yes, sir. 

The Cuatrman. I see. 

Go ahead. 

Mr. Gurnane. Mr. Kopecky, when you received instructions, for 
instance, to load a ship with No. 2 Hard wheat, you would instruct 
your helpers down there to take so much No. 1 wheat, No. 2 wheat, 
No. 3 wheat, and so much Sample grade wheat for that No. 2 mix? 

Mr. Koprcky. That’s right. 

Mr. Gurinane. From your experience, you can about judge what 
grades of wheat would be necessary to make a No. 2 grade, so when 
that wheat went into that ship it would test No. 2 grade? 

Mr. Korreckxy. That’s right. 

Mr. Gurnane. When this wheat arrived at elevator B, what were 
your instructions as to the use you should make of that wheat in 
mixing? 

Senator ELLENDER. You mean the frosted wheat? 

Mr. Gurinane. The frosted wheat. 

Senator ELLENpER. He says he doesn’t know. 

Mr. Kopecky. It was spring wheat, is all I knew. 

Senator Youna. You knew it was frost damaged, did you? 

Mr. Korrcky. I knew it was frost damaged. We mixed certain 
portions of it in it. 

Mr. GuinaneE. What were your instructions? 

Mr. Koprckxy. To mix certain portions of it, whatever we are 
allowed by United States standards. 

Mr. Guinane. Did anyone tell you at that time to get rid of as 
much as possible of that in each mix? 

Mr. Korrcky. That is the custom in all elevators, to get out as 
much as you can. 

Mr. GurInaneE. That is what you were doing with this spring wheat 
or Sample grade wheat or whatever it was? 

Mr. Koprrckry. Yes. 

Mr. Gurnane. Did you receive any special instructions? 

Mr. Koprcky. I don’t know of any. 

Mr. Gurnane. Did you receive any special instructions not to put 
in this Sample grade Canadian wheat or spring wheat on certain 
ships? 
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Mr. Kopecky. I don’t know anything about that. 

Mr. Guinane. Did you ever receive any such instructions? 

Mr. Koprcky. No, sir; nobody ever said that. 

Senator Young. Did you know it was illegal to mix Canadian 
wheat or frost-damaged wheat? 

Mr. Kopecky. Well, I wasn’t notified about it. I didn’t know 
nothing about it. 

Senator Youna. Were you ever notified you had any wheat in your 
elevator of Canadian origin and labeled 30 percent or more damage? 

Mr. Koprrcxy. It was marked ‘‘Excess 15 percent.” 

Senator Youna. Were you ever notified by any superior officers 
you had that kind of wheat? 

Mr. Kopecky. Nobody ever told me. 

Mr. Guinane. You followed your regular practice then and used 
quantities of this Sample grade wheat in your mixes in loading all 
vessels from the elevator? 

Mr. Korrckxy. I don’t remember whether it was all vessels or not. 
I am not sure of that. 

Mr. Guinane. Do you remember receiving any instructions from 
anyone in the elevator, Mr. Thornton, Mr. Sweeney, or anyone else 
not to load that particular sample grade in ships known as IWA ships? 

Mr. Kopecky. I don’t know anything about that. 

Mr. Guinane. You never received such instructions? 

Mr. Kopecky. I don’t know anything about it. 

Senator ELLENDER. A while ago you said there was rumor about 
Canadian wheat being in the elevator. When were those rumons 
prevalent, recently or at the time that you detected this frosted wheat? 

Mr. Kopecky. At the time that we received it. 

Senator ELLENDER. At the time you received it? 

Mr. Korrcky. Yes, sir. 

Senator ELLENDER. And you say the newspapers carried items 
saying that this was frosted Canadian wheat? 

Mr. Korrcky. I don’t remember whether it was in the newspaper 
at the time. 

Senator ELLENDER. But this conversation that you referred to a 
while ago took place at about the time that it was received, that it 
came in? 

Mr. Kopecky. Yes. 

Senator Ettenper. And your informants stated that it was Cana- 
dian wheat? 

Mr. Koprcky. No, I didn’t know if it was Canadian wheat or not. 
Nobody told me that. 

Senator ELLENDER. Except it was frosted wheat? 

Mr. Kopecky. That it was frosted wheat. 

Senator ELLenpeR. And you didn’t know where it came from? 

Mr. Koprcky. No; I don’t know where the boxcars come from; 
nobody tells me that. 

Senator Youna. In all probability there was some frosted wheat 
in your elevator possibly of Canadian origin? 

Mr. Koprcky. Yes, sir. 

Senator Youna. You were never informed it would be illegal to 
mix that with LWA wheat? 

Mr. Kopecky. I didn’t know that. 

Senator Youna. Did you mix that in all cargoes you loaded out? 
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Mr. Korrcxy: I don’t remember if I mixed it in all of them or 
not. We have so many ships, I can’t remember all of them. 

Senator Youna. Since you had no instruction against it, it is 
possible you may have loaded this out in any cargo? 

Mr. Kopecky. Yes, sir. 

Senator Youna. Is that right. 

Mr. Kopecky. Yes, sir. 

Senator ELLENDER. Did you know Mr. Fellrath? 

Mr. Korrcky. No, sir. 

The Cuarrman. Did you know the kind and quality of grain in 
all the elevators in the B unit? 

Mr. Korrcxy. In elevator B? 

The CHAIRMAN. Yes. 

Mr. Kopecky. I am no inspector, but I know the different grades. 

The CHarrmMan. Did you know, for instance, in the various units 
in that elevator, did you know the kind of grain that was in those 
different bins? 

Mr. Korrcky. Oh, yes. 

The CHarrMan. So, when you started loading out, nobody had to 
tell you to take that grain from such and such a bin? 

Mr. Kopecky. No, sir. 

The CuarrMAN. How do you get your instructions, what kind and 
where, to take this grain from? ‘You knew what you wanted in order 
to comply with what was supposed to go aboard this ship. Did you 
know what bin to draw from in order to get the kind of grain to make 
up the cargo? 

Mr. Kopecky. Well, we generally worked off the oldest dates. 

The CuarrMan. You work off the oldest dates in the building? 

Mr. Koprcky. Yes, sir. 

The CuHarrmMan. Therefore, you knew what was the oldest grain? 

Mr. Kopecky. Yes, sir. 

The CHarrMaN. In the different bins? 

Mr. Koprckry. Yes, sir. 

The CuarrMaAn. Now, did you ever get instructions to take other 
than the oldest grain that was in that elevator? 

Mr. Korrcky. No, sir. It was up to me. 

The CuarrMan. In other words, that was your business, as manager 
or as loading manager or floor manager? 

Mr. Korrcky. Foreman. 

The CHarrMAN. To try to take it from the oldest grain? 

Mr. Korrcky. That’s right. 

The CHarrMAN. And you knew just exactly where all these various 
kinds of grain were in the building? 

Mr. Kopecky. Yes, sir. 

The CuarrmMan. So you made the decision of what you were going 
to draw when you sts arted loading out a vessel? 

Mr. Kopecky. That’s right. 

The CHarrMan. You may proceed. 

Mr. Guenant. The notice you get, Mr. Kopecky, does that show 
the name of the shipper of the wheat? 

Mr. Koprcry. On the bin? 

Mr. Gurnant. No. On any papers you get at the elevator, does 
it show who owns the ship? 

Mr. Korrcky. The shipper is Leval or Bunge or any of them. 
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Mr. Guinane. During the loading of any of these ships here, did 
you notice the name of Bunge Corp. being a shipper in quite a few 
of these ships? 

Mr. Kopecky. Oh, yes, a good many ships. 

Mr. Guinane. Who gave you the instructions to use as much of 
this spring wheat as possible in a mix? 

Mr. Koprcky. Well, of course, in running an elevator, you generally 
use your own judgment. Of course, they expect you, from the main 
office, to get rid of as much as you can. 

Mr. GuinaNne. They expect you to get rid of as much as you can? 

Mr. Korrecky. That’s right. 

Mr. Gurnange. Who conveyed that information, did Mr. Sweeney 
talk to you on occasions? , 

Mr. Korecky. Oh, yes. 

Mr. Guinane. He’d come down to the elevator and talk to you? 

Mr. Kopecky. Yes. 

Mr. GuInane. Any others? 

Mr. Koprrcky. No. 

Mr. Gurnane. Mr. Thornton came down to the elevator and talked 
to you? 

Mr. Koprcky. Once in a great while. 

Senator Youna. Do you have any more of that frost-damaged 
wheat in your elevator? 

Mr. Korrcky. Yes. 

Senator Younae. When did you receive orders not to ship any out 
in LWA cargoes? 

Mr. Koprcky. Well, I was out of the elevator over a year. 

Senator Youna. You were out of the elevator over a year? 

Mr. Koprcky. Yes, sir, about a year now. 

The CuarrMan. Where have you been? 

Mr. Koprcky. In the front office. 

The CuarrMan. You have been in the front office for the past year, 
so you have not been elevator foreman? 

Mr. Kopecky. I still carry the title of foreman, but I am working 
in the front office. 

The CHatRMAN. What are your duties in the front office now? 

Mr. Korrcky. Write out the orders for the ships and notify the 
steamship agent 

The CHarrMan. That you want the ship in at the docks? 

Mr. Kopecky. That it docked and we have the passes on it and 
are ready to load. They order the men and we load the ship. 

Senator Younc. We ought to have a person here as a witness who 
is presently handling his job and to find out when the orders were 
changed, starting this practice of loading out wheat in IWA cargoes, 

You didn’t know, according to your testimony. 

Mr. Kopecky. I didn’t know. 

Senator Youna. Apparently, this practice was stopped later and 
we should find out from the present foreman when it was stopped. 

Senator ELLENDER. Were the instructions you received, say, in the 
last year or two while you were foreman, and while you were actually 
engaged in mixing this wheat, different from what they were in prior 
years? 

Mr. Korrcky. Well, no different instructions, no, sir; | make my 
mix always the same. 
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Senator ELuenper. In other words, you made your mix according 
to your own judgment? 

Mr. Kopecky. That’s right, according to standards. 

Senator ELLenper. And you weren’t told to take any wheat from 
any particular bin? 

Mr. Koprcxy. Unless it was special bin stuff. 

Senator ELLENDER. What do you mean. 

Mr. Kopscxy. Some shippers ship grain and use it on a certain 
shipment. 

Senator ELLtenperR. You mean without commingling, without 
mixing it? 

Mr. Koprcxy. That’s right. 

The CHarrMAN. Did you have much of that? 

Mr. Kopscxy. No, sir; just a few cases. 

The CHAIRMAN. Well, say 10 carloads of grain came in and those 
10 carloads contained different grades of grain. It was your responsi- 
bility to determine what bins you were going to put that grain in when 
you unloaded those cars? 

Mr. Koprcxy. That’s right. 

The CHarrMaN. In other words, you took the inspector’s reports 
on the grade and quality of that grain? 

Mr. Kopscxy. That’s right. 

The CuarrMan. And then you spouted it to the different bins? 

Mr. Koprcky. Entered it on a ticket and sent it up. 

The CHarrMan. No one told you what bin to put that in when it 
came in; that was your own decision, they expected that of you as 
foreman? 

Mr. Koprcxy. That’s right. 

The CHarrRMAN. So, you knew at all times where grain went to 
when it came in by train or by vessel. Did any come in by vessel? 

Mr. Koprckxy. No, sir. 

The CHarrMan. If it came in by railroad car or truck, you knew 
where to put it? 

Mr. Koprcxy. That’s right. 

Senator ELLeENpER. When this so-called frosted grain came in to 
the bin, was it labeled as such or—— 

Mr. Kopecky. No. I didn’t know anything about no label. 

Senator ELLENDER. It just came in 

Mr. Koprcxy. As wheat, Sample grade northern, excess 15 percent. 

Senator ELLENDER. You received much of it that way? 

Mr. Koprcxy. All of it was graded that way. 

Senator ELLeENDER. If some of it was 30 percent damaged, would 
it be labeled excess 15 percent? 

Mr. Kopecky. Yes, sir. 

Senator ELLENDER. So, it would never come in listed as 30 percent? 

Mr. Kopecky. No, sir, you wouldn’t know that. 

Senator ELLeENDgER. Did you ever get anything in there labeled 
“Unfit for human consumption’’? 

Mr. Kopecky. It wasn’t marked. 

Senator ELLENpER. It wouldn’t be marked “Unfit for human 
consumption’’? 

Mr. Kopecky. No, sir. 

Senator ELLENpDER. It would be labeled “Excess of 15 percent 
damage’’? 

Mr. Korrckxy. That’s right. 
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The CHAIRMAN. You may proceed. 

Mr. GuInaNne. Does any wheat come into the elevator by truck? 

Mr. Kopecky. A few trucks this past year. 

Mr. GuINnaNne. It has been very little? 

Mr. Kopecky. Not much; no, sir. 

Mr. Gurinane. That is all we have from him. 

Senator Youne. One more question: How did this frosted wheat 
come down to you, by rail shipment? 

Mr. Kopecky. By rail; yes, sir. 

Senator Youne. Where was the point of origin, Minneapolis? 

Mr. Kopecky. I couldn’t tell you where the boxcar came from. I 
didn’t have no way of finding out. 

The CHAIRMAN. You never saw the bills of lading? 

Mr. Korrcxy. No, sir. 

The CHarrMaANn. All you would get was inspector’s grades? 

Mr. Koprcky. Yes, sir. 

The CHarrMan. The inspectors took samples out of the car, tested 
it, and gave you a report that car number such and such has this 
grade of grain? 

Mr. Kopecky. That’s right. 

The CHAIRMAN. You wouldn’t see the bill of lading? 

Mr. Kopecky. The board of trade gave us the grade and 

The CuarrMan. And they were reporting what the official sampler 
had found in that carload? 

Mr. Koprcky. That’s right. 

The CuarrMaNn. Allright. Thank you. 

Mr. Bryan F. Wiuuiams. I am Bryan F. Williams, one of the 
attorneys for the Galveston Wharves. ‘This witness is badly needed 
back at the elevator, and I wonder if he can be excused subject to recall? 

The CuarrMan. I believe we have asked of this witness all the infor- 
mation we want at this time, and the only question would be whether 
the witness, himself, would find it desirable to listen to the testimony 
of someone who is going to immediately follow. That would be the 
only question in my mind, and that is his decision. If he doesn’t care 
to remain here, he is at liberty to go back to his job. 

Is he the only gentlemen who knows how to operate that elevator? 

Mr. Bryan F. Wituiams. No, sir. You have the others up here 
on subpena, when you call them. 

The CHarrMAN. The next witness is E. H. Thornton, Sr. Will 
you step forward, please, sir. 


TESTIMONY OF E. H. THORNTON, SR., VICE CHAIRMAN AND GEN- 
ERAL MANAGER, GALVESTON WHARVES, GALVESTON, TEX. 


(The witness was sworn by the chairman. 

The CHarrRMAN. You are the senior member and you are vice presi- 
dent and general manager of Galveston Wharves at Galveston, Tex. 

Mr. Tuornron. We don’t have a vice president; it is vice chair- 
man. 

The CuHarrMAN. You are vice chairman? 

Mr. THornton. Yes, sir. 

The CHarrMAN. You may proceed. 

Mr. Guinaneg. Mr. Thornton, for the benefit of the committee, 
would you describe the operation and ownership of the Galveston 
Wharves. 
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Mr. THornton. At the present time, the Galveston Wharves is a 
trade name for the city of Galveston. The Galveston Wharves is 
really an agency of the city of Galveston. The city of Galveston 
owns the entire terminal facilities, including the grain elevator and 
switching railroad; and it’s operated under a board of trustees, con- 
sisting of five members, one of whom is the mayor. I am a member 
of the board; I am appointed by the mayor and the city council. 

Mr. Gurvanr. And would you name the other members of the 
Board, please, sir. 

Mr. THornton. At the present time, Mayor Herbert Cartwright, 
he is a member; Francis J. Herbelin, Lloyd A. Weber, and Mr. Dave 
Nathan is a member. 

Mr. Gurnane. And who is the attorney for the Galveston Wharves? 

Mr. Tuornvon. Williams & Thornton. 

Mr. Gurnane. Mr. Thornton, why did you refuse to give the agents 
of the Compliance and Investigation Division of the De partment of 
Agriculture information and access to your records concerning 
Canadian damaged wheat when they called on you? 

Mr. Tuornton. Well, you called it Canadian wheat. We never 
heard of Canadian wheat until this investigation started in Houston. 

o; I want to correct you on that. We never admit we ever received 
any Canadian wheat in the elevator. 

Mr. Gurnang. Do you deny Bunge Corp. or Mr. Mulloy, the 
manager of the Kansas City office, or any other officers or employees 
of Bunge ever did advise you that the wheat they were shipping in 
here as Sample-grade Dark Northern Spring was in fact Canadian 
wheat? 

Mr. TuHornton. They never advised me or anyone connected with 
my organization. 

Mr. Gurinane. You deny that emphatically, that they ever did? 

Mr. THornton. Yes. 

Now, to answer your question, I didn’t answer your other question 
about why I refused at first to allow your investigators to dig into our 
elevator books. We are subject to the Interstate Commerce Act; we 
operate a railroad, and are checked every 6 months by a traveling 
auditor from the Interstate Commerce Commission. Under the 
Interstate Commerce Commission laws we are forbidden from reveal- 
ing any information concerning private shipper’s business, private 
shippers doing business with us, except by order of a court. So, we 
were not privileged to reveal our records to this inspector that came 
down here, and I referred him to my older son, who is our attorney. 

Mr. Guinane. And did you or your son ever give the agents of 
the Department of Agriculture that reason, why you refused, the 
same one you just state “cl now? 

Mr. TuHor NTON. I can’t spe ak for my son. I did not, and we did 
hot have in the elevator at the time he aske d to iny estigate the books, 
any Government wheat, and I couldn’t figure out in my own mind 
why the Government wanted to investigate our books when we were 
only handing private grain. 

Mr. Guinane. That was the reason you gave them, that the 
Commodity Credit Corporation did not have any grain in the 
elevator? 

Mr. THornton. That’s right. But if he would get the authority 
from Bunge to authorize me to reveal Bunge’s records, | would be 
glad to do so. 
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Mr. Gurnane. And did you do so after Bunge gave the authoriza- 
tion? 

Mr. THornton. Yes, I did, through our attorney. We operated 
through our attorney after that. 

Mr. Gutnane. Did you ever give the agents access to make an 
examination of the records, themselves? 

Mr. THornton. I referred him to our attorney, and we followed 
the instructions our attorne ys gave us after that. 

Mr. Guinane. What did your attorney tell you to tell them? 

Mr. THornton. Whenever he told me to give them any records, 
we gave them to him. 

Mr. Guinane. Did you ever give them access to your records? 

Mr. THornton. Why, so far as I know, yes, all they wanted to see. 

Mr. Gurnane. Didn’t you make up or your attorney or other 
employees make up statements from their ex: amination of the records 
and give those to the agents? 

Mr. THornton. Well, they gave the dual inspectors, investigators 
all the information they wanted. I don’t know of anything they 
wanted we didn’t give them. 

Mr. Guinane. You never a to these agents when they requested 
you to examine your records “‘Go ahead and examine our records,” 
did you? 

Mr. THornton. No; because I wasn’t free to do that. As I say, 
we are under the Interstate Commerce Commission Act; we want 
some authority; we don’t want to be fined for revealing private 
shippers’ business when the law says we cannot do that except on 
order of the court. 

Mr. GuINane. You were afraid to do that to a duly authorized 
agent of the Government? 

Mr. THornton. | don’t recognize him as coming from court, from 
a court. 

Mr. Guinane. Have you ever been called upon to have available 
certain records, how much wheat— 

Mr. THornton. I have all the correspondence. You asked me to 
bring the correspondence. And all of our records are in this room 
somewhere. 

Mr. GuInAaNngE. You may have the answers to some of these. 

Mr. Tuornton. All right. 

Mr. GurInaneE. Could you give me the amount of wheat of all grades 
that were stored for Bunge in 1952? 

Mr. THornton. I couldn’t give you that; I don’t know. 

Mr. GuInane. Or in 1953? 

Mr. THornron. | don’t know. 

Mr. Guinane. You have the records available, in response to a 
subpena? 

Mr. THornton. Yes, sil 

Mr. GurinaneE. Could you have your clerks dig that out now so the 
committee can have that? 

Mr. Tuornton. I don’t look after those details. 

Mr. Guinane. But a subpena was served upon you to produce all 
your records. 

Mr. THornton. They are in this room. You have subpenaed 
another witness, Mr. Parrish, who will give you that information very 
readily. 
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Mr. Guinane. If Mr. Parrish has it available, we will get it from 
him. 

Mr. Tuornton. He is the one that keeps those records, and I 
don’t. You see, we have other operations besides the elevator here. 

Mr. Guinang. How much Sample grade, Dark Northern Spring 
wheat, was placed in your elevator by Bunge? 

Mr. THornvton. I couldn’t tell you. 

Mr. Gurnane. Mr. Parrish would have to give that? 

Mr. THornton. Whatever our records show; the records show 
exactly what we unloaded for Bunge. 

Mr. Gurnane. Is Mr. Parrish here? 

Mr. THorntTon. Yes. 

Mr. GuinaNe. Would you care to have Mr. Parrish sit up here 
and help Mr. Thornton with any questions? 

The CHarrMan. Yes. He should be sworn, and any information 
he furnishes would be furnished as a witness. 


TESTIMONY OF JAMES E. PARRISH, CHIEF CLERK, GALVESTON 
WHARVES, GALVESTON, TEX. 


(The witness was sworn by the chairman.) 

Mr. Gurnang. Could you give us the answer, offhand, Mr. Parrish, 
of how much wheat of all grades was stored for Bunge in 1952? 

Mr. Parrisu. I would have to total it up. 

Mr. Guinane. Would you get that figure for us, please. 

Mr. Parrisu. You want that for 1952? 

Mr. GuInane. 1952 and 1953, for the 2 years. 

The CuarrMan. You have the record right here? 

Mr. Parrisu. To the best of my knowledge, we were not requested 
to bring the 1953 records over here, 1952. 

Mr. Guinane. I think that is true. 

Mr. Parrisn. Now, I have the 1950 and 1951 and 1952 records. 

Mr. Guinane. All right. That is fine. If you will give us those 
figures then for those 3 years. 

Mr. Parrisu. I will attempt to total it up. It is going to take 
some time to total it up. 

Mr. Guinang. When did you first begin storing wheat for Bunge 
Corp. 

Mr. Tuornton. The elevator, I am told, handled wheat for Bunge 
a great many years. During the period the Government was the only 
exporter, we will say, in 1945, between 1945 and 1948, maybe part of 
1949, the Government was the only exporter; and no doubt during that 
period, Bunge would ship in wheat to our elevator and transfer it for 
storage to the Government. The Government would store it in its 
own name. Bunge was not an exporter. I’d say in 1950, maybe up 
to date, we have been handling grain actively for Bunge Corp. 

Mr. Gutnane. Since 1950? 

Mr. THornton. We will say beginning around July 1. That may 
not be the exact date. 

Mr. Gurnane. Who first made the arrangements with you? 

The CuarrMan. Just hold the questioning for a period. Let’s try 
to find out how much work is involved. 

Mr. Parrisu. It is quite a bit. 


IMPORTATION OF FEED WHEAT 373 


The CuarrMan. Are all those grain transactions or do they con- 
stitute other transactions? 

Mr. Parrisu. These are all wheat transactions 

The CuHarrRMAN. You would have to have an adding machine to 
get this accurately? 

Mr. Parrisn. Yes, sit 

The CHatrMan. We know those records have been subpenaed. 

Mr. Parrisn. Yes, sir. 

The CHarRMAN. You may retire to wherever you can find an 
adding machine and add that up; otherwise, we will be sitting he re 
until midnight. Find an adding machine. Maybe you can find it 
in this building, and add up those receipts. 

Mr. Parrish, how long do you think it will take you to add - at up? 

Mr. Parris. Well, I don’t know. I will try to make it in an 
hour. 

The CHarrRMAN. If you would desire to make a statement, it might 
be that we could then file those for the record. I mean, they can 
be compiled, totaled up, and made a part of the record. 

Mr. Parrish. What you want is the total amount of wheat 
received for 1950, 1951, and 1952? 

The CHarrman. And by grade. 

Mr. Parrisn. That is really getting into some work. 

The Cuarrman. That is really getting into some work? What we 
should have is the “by grade”’ information. 

Mr. Gurinane. If they want to submit a complete statement to the 
committee to go into the record as soon as they can make it up, it will 
be O. K. with us. 

The CHatrMAN. Can you get what information you want from 
Mr. Parrish by the questions you desire to develop here, and then a 
complete compiled report of their transac ‘tions with Bunge, both as 
to the amount of grain and grade of grain? 

Mr. GuInaNne. Yes, sir. 

The CHarrMan. Then, you may lay those down on the table, 
Mr. Parrish. 

Mr. Parrisn. It would take a minimum of 2 weeks to get that. 

The CHarrMan. Sit down. 

Mr. THornton. These records are being checked over by some 
auditors representing a grain firm that we are suing, and I hope you 
don’t keep them too long, because these auditors will be in. 

The CHAIRMAN. We will not keep them at all. Those will be your 
records from which to compile a statement. Then we will have that 
statement, which will go in and become a part of the body of the 
record, 

Now, you may proceed with the interrogation. 

Mr. Gurnane. I wanted to ask you who made the arrangements 
with you to store this wheat for Bunge in 1950? 

Mr. Tuornton. Well, the Bunge Corp. of New York office are the 
ones that we contacted more often; they are the headquarters. 

Mr. Gurinane. And do they contact you personally about that? 

Mr. THornton. They contact me and ask me if I can handle a 
million bushels or 2 million bushels for a period of 2 or 3 months, and 
I tell them “‘yes,” if I have the elevator space, and to start shipment. 

Mr. Gutnane. When this damaged wheat was sent to the elevator, 
what conversation did you have with the Bunge officials? 
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Mr. THornron. All I know, it was Northern Spring Dark Hard 
Sample grade wheat, and arrangements were made with one of my 
assistants to ship that in, to ship in a certain amount of that Northern 
Spring wheat. 

Mr. Gurnane. To ship in how much, about? 

Mr. TuHornron. Well, I think they started out, I am telling you 
from hearsay now 

Mr. Gurnane. Perhaps Mr. Parrish can give us that. 

Mr. THornron. No; Mr. Sweeney is the one that had the direct 
contact. He is, unfortunately, ill. 

We started out with 200,000 bushels, and if I recall right, the fieure 
I reeall is about 952,000 bushels. 

Mr. Gurnane. It wasn’t 1,110,000 bushels? 

Mr. Tuornton. Well, I don’t recall that firure I do recall a 
ficure of about 952.000 bushels. 

Mr. Gurinane. All right. 

Will you also give us that figure in the statement? 

Mr. Parrisu. May I correct Mr. Thornton on that? 

Mr. GuInane. Yes. 

Mr. ParrisuH. When we first asked about this, we found there had 
been 952,000 bushels handled; however, Mr. Cunningham advised 
me there was more than that; and in checking back last season’s 
records, I started the records on July 1 and I found it was approxi- 
mately 150,000 more, so that would make the total about 1,110,000. 

Mr. Tuornron. I wasn’t familiar with that. 

Mr. Parisu. Those records had been set aside. 

Mr. Gurnane. In talking to you about storing, receiving into your 
elevator this million bushels of Sample grade wheat, what arrange- 
ments did you make with Bunge to mix that up? 

Mr. Tuornton. Well, we made no particular arrangements; we 
instruct our elevator foreman on all grain, to make the most liberal 
mix possible. We have to do that to meet the competition of nearby 
elevators, where there is very little supervision, and we are supervised 
by the Government a hundred percent; and we have been complaining 
about that discrimination since 1949, but have gotten no correction. 

Mr. Gurnane. How much do you charge for that service, the 
mixing? 

Mr. Toornton. We make an overall charge of 2.25 cents a bushel 
for unloading the grain—wheat, in this instance—from railroad cars 
or from barges, and 4.25 cents a bushel for unloading the same type of 
grain from trucks, binning it, and allowing 10 days’ free time, and 
delivering to aship. And the elevator employees make the mix as it is 
being delivered to the ship. And that is all included in what we call 
the elevation charge; it’s an overall charge. 

Mr. Gurinane. And how much is that? 

Mr. THornTon. 2.25 cents a bushel. 

Mr. Gurnane. That covers everything? 

Mr. THornton. Except on truck grain, we charge 4.25 cents a 
bushel. 

Mr. Gurnane. But no Bunge wheat came in by trucks? 

Mr. Tuornton. I wouldn’t say that; it perhaps did. 

Mr. Guinane. Where did most of the Bunge wheat come from? 

Mr. THornton. Various origins, from Texas, Oklahoma, Kansas, 
Minnesota, Kansas City. That’s by rail. 


{ 
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Mr. Gurinane. I am speaking of this million bushels. 

Mr. THornton. Oh, that all came out of Minnesota. 

Mr. Guinane. All that came from the Great Lakes section. 

Mr. Tuoornton. Well, either Minneapolis or Duluth. 

Mr. Guinane. Ard you knew it came from Duluth and Superior, 
because of the bill of lading and everything? 

Mr. THornton. The railroad arrival notice showed it came from 
Duluth or Minneapolis. 

Mr. GuinaNe. When it was received from up there, it was described 
as what to you? 

Mr. THornton. As Sample grade Dark Northern Spring wheat 

Mr. Gurinane. And you did not know it was Canadian frosted 
wheat coming from Duluth and Minneapolis? 

Mr. Tuornton. No, sir. 

Mr. Guinane. You have been in the grain business many years? 

Mr. THornton. No; I have been connected with the Galveston 
wharves since 1945. Before that, | was employed in New Orleans, 
operating the traffic bureau there. 

Mr. Guinanze. When is the last time the United States ever had 
any large damage from frost to the crops, do you know? 

Mr. THornton. I couldn’t tell you. 

Mr. Gutnane. But you didn’t think when this wheat was delivered 
to your elevator from Duluth, Superior, and Minneapolis, that it was 
Canadian frost damaged wheat? 

Mr. THornton. No. We have handled spring wheat before. 

Senator Youna. Did you ever handle any frost damaged spring 
wheat before? 

Mr. THornton. Now, you have qualified it with something. It 
comes into us, it doesn’t show frost damage on the inspection cer- 
tificate. I think it shows damage in excess of 15 percent, or something 
like that. The inspection certificate is what we go by on the inbound. 
As the cars arrive in Galveston, samples are taken by a board of trade 
sampler, and those samples, of course, are submitted to the board of 
trade inspectors, and we are guided entirely by the inbound inspection 
as to what the grain is. Now, there has been a lot of talk about this 
being classed as unfit. You can examine the inspection of every car 
of this grain we received, and not one of them will show ‘‘unfit.” It 
merely shows ‘‘Sample grade Dark Northern Spring wheat.” 

The CuairMan. Would you designate what bin that should be 
put in. 

Mr. Tuornron. No, sir. I am not a grain inspector. 

The CHarrMan. Would Mr. Parrish? 

Mr. Parrisu. No, sir. 

Senator YounG. So far as you know, all of this frost-damaged 
wheat could have been mixed with IWA wheat or ECA wheat? 

Mr. THornton. We don’t know which is IWA and which is not. 
We are not advised. In this instance, Bunge did, through one of our 
employees, notify the general foreman—and you have them; he is 
going to testify—Mr. Cannon 

The Cuarrman. Mr. Thornton, if a grain shipment came to you 
marked “Unfit for human consumption,’ what would you do with 
that? 

Mr. THornton. Ordinarily, I would not unload it, because it gets 
in your house and freezes there; you can’t do anything with it, can’t 
ship it out. 
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The CuarrmMan. That is the question then. In the event you had 
any shipments of grain the classification would have been shown on the 
railroad document that came to you and you’d see that document, 
wouldn’t you? 

Mr. Tuornron. Yes, sir. We get a copy of the arrival notice. 

Mr. CuarrmMan. And if it read “Unfit for human consumption,” 
you would immediately say, ‘‘I don’t want to handle it’’? 

Mr. Tuoornton. That’s right. 

The CuarrmMan. Or else, you would have to designate what bin it 
would go in? 

Mr. Txornton. No operator wants to unload and handle such 
grain. 

The CHAIRMAN. Suppose you had such grain come in there and they 
made some sort of arrangement for you to receive it. Would you put 
that in a special bin by itself? 

Mr. TuHornton. They would have had to persuade me pretty strong 
to handle any unfit grain, because I would know in advance 

The CHarrRMAN. But you would not hesitate to handle any grain 
which read “Damaged in excess of 15 percent” 

Mr. THornron. We would mix it up. 

The CuHarrMaNn. As long as it is labeled “In excess of 15 percent’’? 

Mr. THornton,. Yes, sir. 

The CuarrMAN. You can go ahead and put it in any bin you like, 
as long as you knew the grain in that bin classifies the same? 

Mr. THornton. Was the same type and grade. 

The CHarrMan. As long as it read “In excess of 15 percent’, any 
grain that came in could go into that bin until that bin is full? 

Mr. TuHornton. That’s right. 

The Cuarrman. Then, you start with another bin? 

Mr. Tuornron. That’s right. 

The CuHarrman. And if you fill a dozen of these bins, that is im- 
material; when you start loading out, you load out the oldest receipted 
grain that was of that condition and quality by grade? 

Mr. Toornton. That is the instructions, to try to get out the oldest 
grain first. We have a little weevil trouble down here in this territory. 

The CHarRMAN. You aren’t the only ones; we have it up North too. 

Mr. TuHornton. That is up to the general foreman at the elevator. 
He has general instructions to that effect. He uses his own judgment. 

The CuatrMan. If this comes in labeled, in the company certificate 
with the railroad or the shipping instructions, and marked ‘Unfit 
for human consumption,” you just wouldn’t have handled it? 

Mr. THornton. I just wouldn’t, not in that quantity. I might 
have unloaded a few cars as an accommodation, but I would have 
been after them to get it out. 

Senator Youna. You received a few million bushels of this Cana- 
dian frosted wheat? 

Mr. THornton. We call it northern Sample grade. 

The CHAIRMAN. We are getting some definite light on why it was 
so important that label be ch: anged in Minneapolis so it didn’t read 
‘unfit for human consumption.”’ 

Senator Young. So far as your instructions to your manager were 
concerned, all of this wheat could have been mixed with LWA or 
ECA wheat? 

Mr. THornton. I'll say this: We had a request from Bunge to 
unload this wheat—to not load this wheat on certain boats. What 
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the names of those boats are, I don’t know. Those instructions we 
passed on to the general foreman to not load this wheat on certain 
boats. 

Senator YounG. You heard the testimony of the previous witness, 
your foreman, in which he said 

Mr. Tuornton. I believe he testified he hadn’t been in the ele- 
vator for a year and a half. Didn’t he say that? 

The CHAIRMAN. A year. 

Mr. THornton. This movement occurred between July 1 and 
November 7, last year. He wasn’t in the elevator at that time. 
He was in the office part of the elevator 

Senator Younc. He said he was mixing out the wheat when you 
had frosted wheat. 

Mr. THornton. He substituted for the general foreman, but the 
general foreman is the regular man. You have him subpenaed, Mr. 
Cannon. 

Senator Youna. Were there any instructions of yours to safeguard 
the mixing of this wheat with LWA or ECA wheat? 

Mr. THorntron. Other than what I told you, that we had a request 
from Bunge not to load this wheat on certain boats. What they are, 
I don’t recall, because it is an everyday business 

Senator YounG. Do you have any copies of those records? 

Mr. THorntron. No. That was verbal. 

Senator Younc. Everything was by telephone? 

Mr. THornton. Yes, sir. It is pretty hard to 

Senator YounGc. You would have some record of it, wouldn’t you? 

Mr. THornton. Well, they told us not to load them on certain 
boats, and we do have records, as Mr. Parrish will testify, of boats 
that we did actually load them on; and those were boats that were not 
excepted by Bunge. 

Senator Youna. It’s all kind of a loose business here. 

Mr. THornton. Grain business is done over the telephone. 

Senator Youna. There is quite a lot of ordering in a business that 
does the handling of grain, by telephone; I know that. That is true 
of responsible dealers. But there have been some dealers who made 
a practice of staying ahead of the law. I know some of those people 
too. But responsible grainmen try to safeguard the public. 

Mr. THornton. Senator Young, we keep an accurate record of 
every bushel of grain that we receive for account of every firm that 
ships it to us, and the grade of that grain we keep a book record of 
all that grain and the books are here. Don’t misunderstand me 
there. But instructions to load out, general instructions like that, 
that is an everyday occurrence. The season before last, we handled 
91 million bushels of grain out of that elevator. We had to step 
along to do that. 

Senator Youna. You know about 60 million bushels of this 
Canadian wheat came to the elevator? 

Mr. Tuornton. All I know is what I read in the paper. 

Senator Youna. It seems to me you people could be a little more 
cooperative with us to find out where and when this wheat was 
mixed with IWA and ECA wheat. 

Mr. THorntTon. Senator, we didn’t know anything about it. It 
came to us on a domestic bill of lading, and the railroad just billed 
it as wheat. We were guided by the inspection report at Galveston. 
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Senator Youna. I can tell you this, unless the grain trade them- 
selves clean up their own business, they are going to find themselves 
with a lot more regulations than they have now. They are asking 
for it 

When the Bunge officials told you not to put this wheat on certain 
vessels, what reason did they give you? 

Mr. THorntron. They——we didn’t ask them. 

Senator Youna. Didn’t that indicate to you that was foreign 
wheat and they wanted to avoid putting it on International Agreement 
vessels? 

Mr. THornton. No, sir. We wouldn’t know an International 
vessel if it docked at the elevator tomorrow. 

Senator Youna. They told you not to put it on certain vessels. 

Mr. THornron. That’s right. 

Senator Youna. Did you see that was done? 

Mr. THornton. We passed the information down to the elevator. 

The CHarrRMAN. You stated you wouldn’t know if that was a boat 
to be loaded for the international-agreement wheat or mutual security, 
You wouldn’t know when a boat is docked and you start loading, for 
what purpose it is being loaded? 

Mr. THornton. No, sir. 

The CuatrMan. All you know is they have asked you to load with 
certain grades? 

Mr. THornton. Yes, sir. 

The CHarrman. And your composite grade must come up to @ 
certain standard? 

Mr. THornron. I wouldn’t go that far with it, because lack of 
Federal supervision with my competitor elevators, I issued instruc- 
tions to the foremen to make the most liberal mix to get by with 
on these ships. We were losing customers to our competitors whe 
had promised them a more liberal mix than we could give them. We 
continued to lose business to our competitor elevators. 

The Cuarrman. Mr. Thornton, you might receive grain of certain 
grades from three or four shippers, and it would all go in the same 
bin because it was the same grade? 

Mr. THornton. That’s nght. 

The CuHatrmMan. And it all might be 15-percent or more damaged? 

Mr. THornton. That’s right. 

The Cuarrman. And it might all have gone into the same bin? 

Mr. THornton. The same type of grain. 

The CHarrman. You operate entirely on grades? 

Mr. THornton. You havea Northern Spring type, Red wheat type, 
Hard Winter type, Yellow Hard type. But that same type and 
grade we will put in the same bin, regardless of ownership. 

The CuHarrman. All right. And when you get a vessel that is 
docked and it calls for a cargo of such a grade of wheat, you immedi- 
ately start loading, and it matters not what bin you draw from; you 
draw until you have your cargo vessel loaded? 

Mr. THornton. I would rather you ask that question of our general 
foreman. He does the loading and actual mixing. 

The CHAarrMAN. Your foreman told us he received up to a year ago, 
when he was advanced to the front office, he had loaded so many 
vessels he couldn’t tell us the number, and he had no instructions from 
what bin to draw it except as to grade. 

Mr. THornton. That’s right. 
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The CHarrMAN. Therefore, you could have received any amount of 
this grain and as long as it was 15 percent or more, you just dumped it 
in that one bin, regardless of who it came from; and when you loaded 
it out, your foreman loaded it out from that bin, regardless of where 
it originated. 

Mr. Toornton. We kept this Northern Spring wheat separately 
binned. tl say this, Senator; we know we have received earloa is of 
grain from the interior that has had mixed in with it some of this 
Northern Spring wheat, and some of it was cau rht by the local grain 
inspectors, and some of it got by; but No. 2 wheat, maybe, without 
any mixtures. I think Mr. Cunningham testified the elevator shipped 
quite a bit of wheat that had this mix It may or may not have gotten 
by the inbound inspectors. If they don’t catch it, we bin that grain 
improperly then, because we go entirely by that inspection report 
how we are going to bin that grain. 

The CHarrRMAN. It is now 12:30. Will we want an hour and a half 
for lunch? I don’t know how ambitious you folks are. 

We will reconvene at 2 p. m. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


The CuarrMan. If the assembly will please come to order, we will 
proceed with the afternoon hearing. 

Mr. Thornton, you will sit at this end of the table, this afternoon, 
please. 

We have moved up to this court chamber in order to have a little 
more comfort and space for all to be seated. We were informed that 
it is the judge’s positive request there be no smoking in this chamber. 
Now, that is going to be a hardship on some. And I regret that I 
had to make mention of it 

You may proceed, Mr. Guinane, with the questioning you were 

carrying on just before lunch. 

Mr. Gutnane. Mr. Thornton, I want to ask you again, in your 
talks with Mr. Mulloy, manager of Bunge’s Kansas City office, whether 
Mr. Mulloy told you that this wheat they were shipping down was 
Canadian frost-damaged wheat. 

Mr. Toornton. No, sir. 

Mr. Guinane. Or whether the wheat was of Canadian origin. 

Mr. THornton. No, sir. 

Mr. Gurnane. He did not at any time? 

Mr. Tuornton. No, sir. 

Mr. Gutnaneg. Did he tell any other employees that you know of? 

Mr. Tuornton. Not that I know of. 

Mr. Gurnane. Would you say he did not tell any other employees? 

Mr. Tuornton. To my knowledge, he did not. 

Mr. Gurnane. If he had told other employees they would normally 
have told you about it; wouldn’t they? 

Mr. THornton. I imagine they would have. But to my knowledge, 
he didn’t tell any other employees. 

Mr. Gutnane. Because you stated you would not permit any such 
wheat in your elevator if you knew about it? 

Mr. THornton. I said unfit wheat, because when it is unfit, you 
cannot mix it out in an export program. 


) 








380 IMPORTATION OF FEED WHEAT 


Mr. Gutnanz. Yes. Now, what officers of Bunge Corp. did you 
talk to as to the storage and mixing out of this sample grade northern 
spring wheat? 

Mr. THornton. Personally, I didn’t talk to any of them, except 
casually. The transaction was handled by my assistant and, of 
course, he discussed it with me. 

Mr. Gurinanze. Who was your assistant? 

Mr. Tuornton. Mr. Sweeney, who is ill. 

Mr. Guinane. And he is ill, you say? 

Mr. THornton. He is ill; yes. 

Mr. Guinane. He is under subpena here today? 

Mr. TuHornton. Yes, he is; and we have a doctor’s certificate 
showing that he is ill. 

Mr. Guinang. Do you know that Mr. Sweeney or any of the other 
elevator employees have been paid sums of money by Bunge Corp. 
or by the Stone Forwarding Co. on their own behalf or on behalf of 
Bunge Corp.? 

Mr. THornton. To my knowledge they have not. 

Mr. Gurinane. To your knowledge they have not? 

Mr. Tuornton. No. 

Senator ELLENDER. Have you established that the Bunge Corp. 
paid any money? 

Mr. Tuornton. I didn’t get that. 

Senator ELLENDER. I am asking—lI understood he didn’t know. I 
asked him the specific question and he said he didn’t know. I don’t 
mean you; I mean the previous witness. 

Mr. Guinane. You mean Mr. Cunningham? 

Senator Etnpenper. Yes. I asked him specifically whether or not 
any of the money had been paid by the Bunge Corp., and he said he 
didn’t know whether it had or not. 

Mr. GuInane. So, you did not talk to any officials directly, your- 
self, of Bunge, concerning storage of the wheat? 

Mr. THornton. I may have talked to some of them after, oh, we 
will say, this newspaper story came out about Houston. That 
was early this year. 

Mr. Guinane. But prior to their putting in the wheat, you did 
not carry on any arrangements directly with them? 

Mr. THornton. No; I didn’t carry on any of the arrangements 
directly. I gave orders that whatever ships this wheat was to be 
loaded on for the elevator general foreman to, what we call in the 
grain trade, slug the ships as much as possible to meet competition 
of other ports who are not federally supervised as we are. 

The Cuatrman. What do you mean by slugging a ship? 

Mr. Tuornron. Put as much of these offgrades on as you can to 
get by with. 

The CuarrMan. How can you get by with that? The inspector is 
there taking a sample, and what you have in mind, if you are endeavor- 
ing to slug, you just open up on the spout on the low grade and let 
that increase its volume, hoping that the inspector by some chance 
wasn’t catching that sample for a hundred bushels or a thousand 
bushels. Then if he caught it, he notified you that you were getting 
out of grade, you would then cut the volume down on that offgrade 
spout. Is that what you mean? 
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Mr. Tuornton. That is what I mean; yes. We put as much 
offgrade as we can. We had to meet competition. 

The CHarrman, And if an inspector, for an unknown reason, had 
to turn away from his assignment for 10 or 15 minutes, or if the 
inspector-sampler was negligent and didn’t grab samples every few 
minutes, you could really go about slugging; couldn’t you? 

Mr. THornron. You will find all elevators do that. That is 
nothing new in the export trade. We tried to live up to the standards 
and lost so much business we had to give orders to slug these ships 
wherever we could. 

The CHarrMAN. You were the man who used the word “slug.” 
I am not a grain elevator operator, therefore, | had to get information 
as to what you meant by “slugging.” 

Mr. Tuornton. That is probably it. When you are running up a 
ship, for instance, we can deliver 80,000 bushels an hour of grain to a 
ship when it is running up. 

The CHarrMAN. If a sampler turns his back for 15 minutes, you 
really could slug? 

Mr. THornton. We like to live up to the rules if our competitors 
are made to do so. We have been complaining since 1949 and trying 
to get them to correct this discrimination, and they haven’t done 
or about it since. 

The CHAIRMAN. You may proceed. 

Senator ELLENDgER. Aren’t the inspectors there all the time? Isn’t 
it their business to watch? 

Mr. THorNtoN. It’s not the inspector. It’s the sampler. He is 
there, but it’s a hundred feet from one hatch to another. He has to 
walk that hundred feet, and these ships that we might have selected 
to slug, would start at night; and he can’t walk from one hatch to 
another in a few minutes. He has to climb over 

Senator ELLENDER. According to what Senator Thye was trying to 
develop, it’s possible for you to put an awful lot of off-grade wheat in 
a ship? 

Mr. Tuornron. Yes, sir. 

Senator ELLenperR. And do you do it—is it your practice to do 
anything like that? 

Mr. THornton. No. We didn’t start the practice. We found out 
our competitors were. 

Senator ELLENDER. Were you doing it? 

Mr. THornion. We were doing it to hold our trade, and weren’t 
holding it then, because our nearby elevator competitors had no super- 
vision; and they told exporters, “Ship through our elevators; we 
will give you a better mix than you get at Galveston. 

Senator ELLenNper. When the samplers or inspectors of the Gov- 
ernment found you doing that, what did they do, take any steps to 
prevent it? 

Mr. THornton. I suppose our general foreman at the elevator sees 
they don’t catch him, if they can. 

The CuarrMan. In other words, you can see the sampler on deck 
going from hatch to hatch, from where the man stands in control of 
the spouts; is that it? 

Mr. THORNTON, That’s right. 

The Cuarrman. There can be no question but that you can get 
that down to a system when you are going to let a volume of offgrade 
come in. 
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Mr. THornron. We didn’t think about it until our competitors 
were telling them they could give them a better mix than we could, 
and then when we were up with them, we found 

The CuHaArrMAN. You stated your volume was 80,000 bushels an 
hour? 

Mr. THornton. We can load two ships at a time. 

The CHarrman. And doing 80,000 bushels an hour? 

Mr. THornton. The first ship will do that. The second will do 
50,000 on the run-up. When you start trimming, you have to slow 
down. 

The CuarrmMan. That is when you are filling the furrings of the 
hatches; in other words, the grain piles up in the center and you have 
to see that it gets leveled off. That is what you mean by trimming? 

Mr. TuHorntron. That’s right. 

Senator Youna. This is bad advertising for United States exports 
of wheat. One exporter has to slug a little more to beat the other 
fellow. 

Mr. THornton. I found that in the game. I came in this business 
in 1945, and I learned a lot since then, Senator. 

Senator Youna. How do you know other port elevators slug more 
than you do? 

Mr. THorntron. We get it from our own customers, either direct or 
indirect, and we lose their business. 

Senator Youna. On good evidence. 

Mr. THornton. Good evidence, but I don’t like to call their names 
at the present time. 

Senator ELLENDER. When a shipload of wheat is sent to the con- 
signee, is that certificate furnished to the purchaser of this wheat as 
to what grade there is in the shipment? 

Mr. Tuornton. He gets an official board of trade or local inspection 
certificate; ves. 

Senator ELLenpeER. All right. 

Now, to what extent have any of these grades been questioned? 

Mr. THornron. I don’t know of any extent they have been ques- 
tioned by either the seller or the purchaser. 

Senator ELLENDER. I am talking about the consignee. 

Mr. Truornron. I don’t know of any. None of them have been 
brought to our attention. | heard Mr. Cunningham Say two cargoes 
went to Switzerland, but we never heard of it. 

Senator ELLeENDER. Would you say then that the fact you didn’t 
get any complaints indicated that the grain evidently graded accord- 
ing to the certificate that was furnished the consignee? 

Mr. THornron. | wouldn’t say it was graded according to that 
certificate, but evidently the consignee at the other side was satisfied 

Senator ELLENDER. Suppose there would be any difficulty as to the 
grade of that wheat. Would you be consulted, or the consignor? 

Mr. THornton. The seller would be the one to receive the com- 
plaint, because they sold that grain. 

Senator ELLENDER. You don’t know of any, to your knowledge? 

Mr. THornton. None have been brought to my attention. 

Senator Youne. Under what branch of the Government would 
these inspectors come? 

Mr. TuHornton. Department of Agriculture. 
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Mr. BacuMan. Grain Branch, Inspection Division. They are the 
top ones in supervising and inspecting. 

Senator Youna. Over all of the export inspection in the United 
States? 

Mr. BacuMan. Yes, sir. 

Mr. Tuornton. I think your export grain standard inspection is too 
rigid to meet the export growth, the growth of the foreign export of 
grain. You are ~—s to export wheat the same strict grading you 
do to domestic wheat, whereas these other countries sell fair average 
quality. They don’ ‘ 20 into these details. I think the export stand- 
ard grading is too strict, and it is restricting the export of grain out of 
this country. 

The Cuatrman. Did you load vessels, to your knowledge, that were 
going out under ECA or Mutual Security or International Wheat 
Agreement shipments? 

Mr. TuHornton. We don’t know which ship is [WA or which is not. 
We have no knowledge in our office to that effect. 

The CHAIRMAN. You may proceed. 

Mr. Gurnane. Mr. Thornton, when did this Sample grade Dark 
Northern Spring wheat of Bunge first begin arriving at the elevator? 

Mr. THornton. I would say there was a small amount shipped in 
here in the early spring of 1952; but volume started in July—sometime 
after le , 1952 

Mr. Gurane. Now, your elevator received approximately 1,100,000 
bushels of that type of wheat; did it not? 

Mr. THornton. In 1952? 

Mr. Gurnane. During the whole period 

Mr. THorntTon. Well, we received it in 1952. That is what we are 
talking about. 

Mr. Gurnane. That is 1,100,000 bushels. 

Mr. THornton. I think that is about right. 

Mr. Gutnane. Do you know what that wheat cost Bunge? 

Mr. Tuornton. No, sir; I have no idea. 

Mr. Gutnane. We had testimony at Minneapolis that the cost of 
that wheat to Bunge would be around $1.70 or $1.80 per bushel in 
different amounts. If that wheat cost Bunge $1.80 a bushel deliver. d 
to Kansas City, approximately how much additional cost would it be 
from Kansas City to you? Can you give us any idea? 

Mr. Tuornvon. I think the proportional export rate is 34% cents 
a hundred, so multiply that by 60 pounds and that will give you close 
to 25 cents a bushel—no, that would be about 20 cents a bushel 

Mr. Guinaneg. That would make that wheat then cost Bunge 
approximately, of course, some of it cost less, but possibly some of it 
cost more, but it cost Bunge laid down in your elevator about $2 or 
$2.10 a bushel? 

Mr. THornton. You have asked me something I couldn’t testify 
accurately on. But using mathematical calculations and using your 
figures, that would be true. But I am not saying that is true. | 
don’t know. 

Mr. Guinane. Do you know what the price of Sample grade wheat 
was at Galveston during the period that you received this wheat in the 
elevator? 

Mr. THornton. No. 
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Mr. Gurnane. Mr. Bachmann, could you give us that figure? 

Mr. BacHMANN. $2.52 was cited by the witness this morning. 

Mr. Gurnane. That was testified to; yes. 

Mr. THornton. What type of Sample grade, Northern Spring 
or—there are all kinds of Sample grade wheat. 

Mr. Guinane. Would there be much variance in Sample grades? 

Mr. THornton. I couldn’t answer that. 

Mr. Gurinane. It would be approximately $2.52, then. 

Mr. Trornton. I couldn’t answer. 

Mr. Guinane. Do you know at that time what the average price 
of No. 2 Hard wheat was in Galveston? 

Mr. THornton. No, sir; I do not. 

Mr. GuINANE. Senator, could I ask Mr. Bachmann for those 
figures? 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING 
INVESTIGATION DIVISION, OFFICE OF COMPLIANCE AND 
INVESTIGATION, PRODUCTION AND MARKETING ADMINISTRA- 
TION, UNITED STATES DEPARTMENT OF AGRICULTURE— 
Resumed 


Mr. BacuMann. As I recall, it was $2.58. 

The CuHarrMANn. You gave us figures. That was $2.59, $2.585, 
and as low as $2.52 this morning. Was that the same volume of 
wheat you had reference to? Those were figures given here this 
morning. 

Mr. THorntToN. That was in 1952 
sold some wheat to Bunge. 

Senator ELLeENpER. Couldn’t you get the market quotations for 
the record for that date? 

The CHArRMAN. It could be obtained from a market quotation as 
of that date from any of the principal markets or board of trade, 
and made a part of the record. 

Mr. BacuMANNn. In the Dallas office, Production and Marketing 
Office, they have it every day here at Galveston—the Galveston price. 

Senator E._.tenper. That would be the best evidence. Let’s 
get that in. 

The CHarrMAN. That can be furnished for the record, unless you 
have the figures there; and if you have them, read them. 

Mr. Guinane. We have an issue of the United States Depart- 
ment of Agriculture, Production and Marketing Division, dated 
Washington, D. C., February 27, 1953, which shows the average 
monthly cash price per bushel for No. 2 Hard Winter wheat during 
1950 and 1951, $2.31; for 1952 and 1953, $2.33 per bushel. For 
No. 1 Dark Northern Spring, 1950 to 1951, $2.34 average price; 
1951 to 1952, $2.42 average price; from 1952 to 1953, $2.39 average 
price. 

Senator Youna. Does it give the price of Sample grade wheat 
there? 

Mr. Gutnane. I don’t see it, Senator, in here. 

Mr. THornton. Are those prices at Galveston, you say? 

The CHAIRMAN. Those are United States average. 

Mr. Tuornton. Oh, I see. 
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Mr. Guinane. When you ship this wheat out for Bunge, that was 
mixed into wheat going out on any vessel that happened to be loaded; 
is that true? 

Mr. Tuornron. I didn’t say that. I said 

Mr. Guinane. No. Is that true? I am just asking you. 

Mr. Tuornron. That is not true. 

Mr. Guinanu. What are the exceptions there? 

Mr. Tuornton. We had some exceptions. Bunge had told my 
assistant, and he passed the information down to the elevator, that 
their wheat was not to be loaded on certain-named vessels, so what- 
ever vessels were not named, the elevator was free to put as much of 
that wheat on as they could get by with. 

Mr. Gurnane. Did you ship out all of 1,100,000 bushels? 

Mr. THornton. Yes; we shipped out all of it; ves. 

Mr. Guinane. What grade of wheat did you credit Bunge for ship- 
ping out? 

Mr. THornton. Well, Mr. Parrish will give you that. I think 
No. 2, except the last cargo took no grade 

Mr. GuINANE. So, when Bunge put that wheat in there, I assume 
from the figures we got at Minneapolis that it would cost them approx- 
imately $2.10 or $2.20 a bushel. When that wheat left your elevator 
then it would have an average price of No. 2 Hard wheat, would it 
not? 

Mr. THornton. Whatever the price was on the date they made the 
sale, that’s correct. 

Mr. Guinaneg. Or a profit of approximately, on figures based on 
it was approximately $253,000, or somewhere in there. There would 
be a huge profit to the Bunge Corp. in increasing that sample grade 
wheat at approximately $2 or $2.10 a bushel on all that wheat being 
shipped out, averaging $2.33 or $2.40 a bushel, increasing it from the 
$2 or $2.10 a bushel? 

Mr. THornton. Well, whatever your figures show there. Of 
course 

Mr. Gurnane. Mr. Bachmann has just made an estimate, roughly, 
here, but it comes to $253,000. But say it was in the neighborhood 
of $250,000. That would mean that you were charging Bunge, as 
you said, 24 cents for storage and handling charges 

Mr. Toornton. A bushel. That is published in a tariff we file 
with the Interstate Commerce Commission 

Mr. Guinane. And when Bunge’s wheat went out of there, they 
made a profit, because of your mixing, of approximately $250,000 on 
that wheat? 

Mr. THornton. That is your statement. They made a profit. 
We hope to help them make a profit if we can 

Mr. GuInane. It was a considerable profit, wasn’t it? 

Mr. THornton. We hope it was. 

Mr. Guinane. Did Bunge kick back any of that profit to you? 

Mr. Tuornton. No, sir. 

Mr. Gutnane. Did any Bunge officials or representatives of Bunge 
pay you any money in addition to your regular storage and handling 
charges of 2% cents a bushel? 

Mr. Tuornton. No, sir. We might have collected some for de- 
weeviling, but our tariff charges is all we assessed Bunge for services 
rendered. 
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Mr. Gutnane. Did you have any other services in addition to 
storage and handling charges? 

Mr. THornton. | say, other than we might treat some weeviling, 
and I think, not this particular wheat, we screened some wheat to get 
the dust and chaff out of it. We charged them for that. But that is 
the tariff charge. 

Mr. Guinane. So then, when Bunge would sell this wheat as No. 2 
Hard wheat, they would make a considerable profit then as distin- 
guished from the Sample grade wheat they put in your elevator? 

Mr. THornron. I couldn’t answer that question definitely, be- 
cause I don’t know. Sut it’s our objective to let them make the most 
money possible. 

Mr. Gutnane. Do you give the same service to all concerns that put 
wheat in there? 

Mr. THorNTON. Yes, sir. 

Mr. GuInaNg. So they can profit from 20 to 30 cents a bushel on 
every bushel of wheat they put in there? 

Mr. THornton. We only do business with exporters, and we try 
to give every exporter as liberal a mix as possible, because we know 
our competitors are after that same business and are offering to give 
a better mix than we can. 

Mr. Gurnang. Wasn’t Commodity Credit Corporation a good 
customer of yours? 

Mr. THornton. Yes, sir. 

Mr. Guinane. They put millions of bushels of wheat through there? 

Mr. THorntron. Yes, sir. And I think they got good service 

Mr. Gurinane. Do you think they made anything like a profit of 
20 cents by putting their wheat in this elevator and you upgraded it? 

Mr. TuHornton. We had a lawsuit, and I know we upgraded a 
considerable amount of wheat from Sample grade to No. 2. 

Mr. Gurinane. Isn’t that the error where you admitted you, in error 
credited Commodity Credit with 175,000 bushels of poor, moldy, 
dusty wheat? 

Mr. Tuornton. Well, I couldn’t call it that. I'd call it Sample 
gerade wheat declared unfit, which was sold at $1.77 a bushel. 

Mr. GuInaNng. You admitted in that case that you had credited to 
Commodity Credit Corporation 175,000 bushels of Sample grade 
wheat, and later admitted that was an error when an investigation 
was made 

Mr. THornton. You didn’t state it exactly correct. 

Mr. Gutinanr. Would you give us your side of that. 

Mr. TuHornton. The superintendent of our elevator, through some 
reason or other, issued a warehouse receipt for 175,000 bushels of 
three mix, transferred that amount of wheat, three mix, from the 
Valley Grain Co. account at the time that the Valley Grain Co. didn’t 
have that wheat in the house, transferred that to Commodity Credit 
Corporation; and the Valley Grain Co. got paid for the three mix. 
And at that same time, the Valley Grain Co. had our elevator, had 
171,000 bushels of Sample grade wheat declared unfit for human 
consumption, and we admitted to the Commodity Credit Corporation, 
I did personally, an error and offered to pay off. But they refused to 
accept my offer. And we, in turn, filed suit against the Valley Grain 
Co. to recover that difference. And I am still trying to pay the 
Commodity Credit Corporation for the difference in what they paid 
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for the wheat and what they sold it for. The Commodity Credit 
sold that for us and are holding our money. 

As a result of that case, the Commodity Credit Corporation has 
blackmailed using our elevator, and we thought it was totally unfair. 
We tried to settle with them, offered to put up twice the amount 
involved, and we invited the Commodity Credit Corporation to sue 
us and the Valley Grain Co., which they did, months after we filed 
suit against the Valley Grain Co. And we have been trying to get to 
trial on that case for a year and a half, and the Federal court keeps 
postponing it. And we are being crucified not only by the CCC not 
using our elevator, but they won’t ship us any flour or beans. We 
are being crucified by the CCC. 

The CuarrmMan. How could such an error be committed? 

Mr. THornton. I wondered, myself. And we relieved the gentle- 
man of his job as soon as I found out about it I don’t condone it. 
We don’t condone it. You know you have to deal with human people 
somtimes. I don’t know what happened. When I found out about 
it, I relieved this gentleman of his job. 

The CHarrmMan. How long had he been in the employment? 

Mr. THornton. Thirty-three years, this fellow had been 

The CHarrman. And how long had he been in the position he was 
then holding? 

Mr. THornton. He was in that position about, oh, about 
He was assistant superintendent to the elevator before that. 

The CHatRMan. You may proceed. 

Mr. Guinane. So, if you were instrumental in giving a substantial 
profit to Bunge for mixing wheat, you never did receive anything from 
Bunge as a consideration for that mixing other than the regular stor- 
age and handling charges; is that true? 

Mr. THORNTON. All we ever collected from Bune was the recular 
storage and handling charges. 

Mr. Guinane. And you didn’t receive any money from any repre- 
sentative of Bunge or Stone Forwarding Co.? 

Mr. THorntTON. No, sir. 

Mr. Guinang. Nor Gano Grain Co., a subsidiary of Bunge? 

Mr. THorntToN. No. 

The CHatrMan. May I ask this question: Do you know what 
volume of Bunge’s grain that was exported down in this area, that 
you handled? 

Mr. THornton. No; I wouldn’t know that. We’d like to handle 
more. But not as much as we should have handled. 

The CHarrMan. Do you think you have handled as much as 50 
percent of the export business of the Bunge Corp. in this area? 

Mr. THorntTON. I doubt it. 

The CuatrMan. Then, if you didn’t handle 50 percent, what ports 
handled the rest of it? 

Mr. THornton. Houston and New Orleans. 

The CHAIRMAN. So, you always regretted you were unable to obtain 
all their business? 

Mr. THornton. Yes, sir; it’s a nice account to an elevator. 

The CuHatrMan. And you were all bidding for it? 

Mr. THornton. Yes, sir. Competition is very keen for that 
business. 
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The Cuairman. So, you were all offering all manners of, you might 
say, service, in the event they would only increase the business with 
you? 

Mr. THornton. Well, I never did make an offer before a boat was 
loaded that I would give a better mix than what we called a legal mix; 
but I _ him we would try to do better if we could. 

The CuarrmMan. You were all with one eye on the regulatory officials 
and : other on the spout? ; 

Mr. THornron. That’s right. 

The CuarrMan. So at all times you were trying to outguess where 
the regulatory official was going to be when you pulled the lever tha 
controlled the volume that went through the spout. That is the 
servic you talked about? 

Mr. THorntron. | wouldn’t call it that, Senator. It was a matter 
of meeting competition. In Houston, the Federal inspection is very 
light; at Port Arthur, they don’t have any Federal inspection, and 
they give us a hundred percent Federal inspection. We have been 
complaining about it by letter and verbally for 4 years now, and they 
haven’t done anything about it. 

Senator ELLeENpER. Mr. Thornton, you say you handled a lot of 
grain for the Commodity : redit Corporation? 

Mr. THornton. Yes, sir; prior to the time they declared an em- 
bargo or blacklist against us. 

Senator ELLenper. Did you use the same mix for the CCC? 

Mr. THornton. Where CCC had the offgrades, we mixed out the 
offgrades. 

Senator ELLENDER. Did they have much offgrades? 

Mr. THornton. Not in proportion to a private shipper. 

Senator ELLENDER. But wherever they had some, you performed 
the same service then as you did for any other private shipper? 

Mr. Tuornton. Yes, sir. When the Commodity Credit Corpora- 
tion was doing business with us, Senator, at one time we loaned 
Commodity Credit Corporation, out of stock in our elevator, as much 
as 800.000 bushels out of our elevator. But we would loan them that 
much wheat or milo maize to help them meet the ships. The ships 
were here, and when ships are drawing demurrage, somebody has to 
pay them. 

Senator ELLENDER. Did you get any specific instructions from the 
Commodity Credit Corporation with reference to these mixes? 

Mr. TuHornton. They expected every port elevator to mix out their 
offgrades; and we carried out their expectations. 

Senator ELLENDER. Then it’s nothing unusual for this matter that 
you are now talking about that occurred in other elevators in the 
country, it is a common practice? 

Mr. Tuornton. That’s right, to upgrade grain to help the customer 
who is using the elevator. He won’t use it if you don’t. 

Mr. Guinane. In mixing out the grain for Bunge and others who 
ship low-grade grain into your elevator to be upgraded, you would 
use the grain in the elevator to sweeten up or build up your mix; 
wouldn’t you? 

Mr. Tuornton. To the extent the stocks were available. 

Mr. Guinane. And Commodity Credit Corporation had plenty of 
stocks available during the period this Canadian wheat was in your 
elevator? 
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Mr. THornton. No, sir. 

Mr. Gurnane. It did not? 

Mr. THornton. No, sir. Commodity Credit Corporation shipped 
its last bushel of grain out of our elevator July 1952, and this volume 
of Northern Spring wheat came to our elevator subsequent to that date. 

Mr. GuINnaNng. Subsequent to that date? 

Mr. THornton. Yes, sir. The volume did. We received some, of 
course. 

Mr. Guinane. I'd like to ask Mr. Cunningham, would you step 
up here. 


TESTIMONY OF JOHN P. CUNNINGHAM, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 
ISTRATION, UNITED STATES DEPARTMENT OF AGRICULTURE, 
DALLAS, TEX.—Resumed 


Mr. Gutnane. In your examination of the elevator records, during 
the period Bunge wheat was stored in elevator B, did Commodity 
Credit Corporation also have wheat in the elevator? 

Mr. CunNINGHAM. Yes, sir. I can give you the exact figures on 
that. 

Canadian wheat started to move in the elevator on April 24. 

Mr. THornton. In what volume? 

The CHarrMan. What year? 

Mr. CunninecHam. April 24, 1952. It started coming in in small 
amounts, and Commodity Credit Corporation’s wheat moved out, 
the last ship, on July 23, 1952. 

Now, during that period 

Senator ELLENDER. Do you mean from April to July? 

Mr. CunninGHAM. From April 24 to July 23, there were approxi- 
mately, it looks like about 500,000 bushels of Sample grade Dark 
Northern Spring wheat of Canadian origin moved into the elevator; 
because on July 23, the inventory was 294,000 bushels. And there 
had already been a chargeoff of 153,000 bushels and 4,360 bushels 

Senator ELLENDER. Who was the shipper? 

Mr. CunNINGHAM. Bunge Corp. 

Mr. Tuornton. The ship loaded in July for Commodity Credit, 
was that just a small ship, about 30,000? 

Mr. CuNNINGHAM. Yes. 

Mr. THornton. They cleaned up their stocks with that ship. 

Mr. Guinane. In mixing Sample grade wheat out of the elevator 
for Bunge and others, you used CCC wheat to build up the mix, did 
you not? 

Mr. Tuornton. No; I don’t think so. 

Mr. Gutnane. Do you deny definitely you did not? 

Mr. Tuornton. I don’t know definitely we did. 

Mr. Gurtnane. Wouldn’t you know if you did? 

Mr. TuHornton. As I said, we didn’t have any CCC wheat in the 
house to speak of, after May, you might say June 1952. 

Mr. GurInane. July, wasn’t it? 

Mr. THornton. Well, they finished shipping out 30 or 37 bushel 
lot in July. 
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Mr. Guinane. During this period that they shipped out a lot of 
this wheat, would you deny any CCC wheat was used to build up 
Bunge wheat? 

Mr. Tuornton. I don’t know, but I’d say I don’t think so. 

Mr. Gurnanzt. Why don’t you think so? 

Mr. THornton. Because we didn’t have enough CCC wheat in 
there to build up. 

Mr. Gurnanz. When you did Have lots of CCC wheat in there 
previously, didn’t you use the same CCC wheat to upgrade other 
wheat in the elevator? 

Mr. THornton. We would mix out some other low grades of other 
private shippers with CCC the same as other elevator men in this 
area, 

Mr. Gurnanz. You mean your men had no instructions not to use 
CCC wheat? 

Mr. THornton. We were doing the same thing as other elevator 
men in the United States did. 

Mr. Gurnane. But you did it? 

Mr. THornton. Yes, we did it. 

Senator ELnuenperR. Was there any objection on the part of the CCC 


or anything in the contract to prevent this commingling? 
Mr. THornton. No. As long as we gave them the outgrade, they 
were satisfied. 


Senator ELLenpER. And this outgrade, that they had previously 
stored with you? 

Mr. THORNTON. Yes. 

Mr. Guinane. Doesn’t the contract with CCC specify the elevators 
cannot take advantage of tolerance? 

Mr. THornton. Of tolerance? 

Mr. GuiInane. Yes. 

Mr. TuHornton. You are talking about something else there. We 
didn’t take advantage of any tolerance. 

Mr. Gurnane. Grain tolerance. 

I’d like to ask a question of Mr. Bachmann, Senator. 

The CHarrman. All right. 

Mr. Gurnane. You are familiar with the standard rules of grain 
on mixing and blending, are you? 

Mr. BacuMann. Generally, however I am familiar with the par- 
ticular terms in the contract at Galveston and Houston which pro- 
hibits deliberate blending and taking advantage of tolerances. 

Senator ELLenNpER. What do you mean by taking advantage of 
tolerances? 

Mr. BacuMann. A grade may be higher, let’s say, than the mini- 
mum standard for that grade. The actual wheat may be a higher 
quality than minimum standard. Ordinarily, in the grain trade, they 
try to blend out that advantage and bring it down to just the bare 
grade or quality of wheat that will meet that standard. And any 
advantages in the grain are blended out. They take advantage of 
that. 

Senator ELLENDER. Who takes this advantage? 

Mr. BacuMann. The elevators. 

Senator ELttenprer. And you say CCC has a prohibition in the 
contract between the CCC and the elevator? 
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Mr. BacuMANN. In the Houston and Galveston area, I have read 
that, and there is a prohibition against blending and taking advantage 
of the tolerances and specifies that the ethical practices of the trade 
should be observed. 

Mr. THornton. That is news to me. I'll say that And I will 
say every port elevator does take advantage of it that handles Com 
modity & redit » orporation grain. Vil sav that witho it qualification, 


that every port elevator operator that handles Commodity Credit 
grain uses some of that grain to mix out lo rain 
Senator ELLENDER. You say you heard no complaint from the 


Commodity Credit Corporation? 


M THORNTON. No, sir: not a bit 

Senator Youne. What tolerance is there on No. 2 wheat? 

Mr. Tuornton. I don’t know about the tolerance. He has me 
confused. 

Senator Youna. No. 2 wheat is 56 or 58 pounds. There is a toler- 
ance of 2 pounds, is there? 

Mr. THornton. That roes to weicht. That is not erading. As 


long as you meet the 58 eon l test weight, you meet the grade 

Senator Youna. The weight is 

Mr. THORNTON. Sixty pecans or better, in this are 

Senator Youna. There is about a 2-pound spread in No 2 or No. 1, 
and so on, and that gives you quite a little tolerance which you can 
mix out later? 

Mr. THornton. That goes to the weight of the grain. 

Senator Young. You know Sample grade of wheat is often a light 
grade 

Mr. THornton. No. That was 60-pound stuff we received. 

Senator Youna. From Canada? 

Mr. THornton. The Sample grade wheat we received, Northern 
Spring, was 60 pounds or better. 

Senator Young. Sample grade wheat is the lighter grade of wheat, 
isn’t it? No. 3 wheat would be a lower test weicht than No. Ge 
wouldn’t it? 

Mr. Tuornron. I don’t think that makes sample weight or test 
weight so much as it is the kernel. I am not a grain inspector, so I 
can’t answer the question; I better not get too involved. 

Senator Young. You know you can mix out a certain amount of 
No. 3 wheat with No. 1 wheat, and if the No. 1 is 60 or 61 pounds, 
you can mix quite a bit of lighter wheat and slug it out that way? 

Mr. THornton. You will have to ask someone who knows more 
about the inspection of grain that I do. I couldn’t tell you. 

The Cuatrman. Did you have any difficulties fulfilling your ship- 
ping out of the Comm odity Credit grains by meeting the quality that 
they had stored with you? 

Mr. Toornron. No, sir 

The CuatrmMan. You were able to deliver it to the Commodity 
Credit, the kind of grain that they had stored with you originally? 

Mr. Tuornron. And the quantity and quality they asked to be 
delivered on board each ship. 

Mr. GuInane. Are you acquainted with Dick Bailey with the 
Gano Grain in Fort Worth, Tex.? 

Mr. Tuoornton. I don’t recall the name. If I do, it is a casual 
acquaintance. 
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Mr. Gurnaneg. I would like to read a letter on the letterhead of 
Gano Grain, Fort Worth, Tex., dated May 1, 1951, addressed to W. 
G. Kellogg, Bunge Corp., Minneapolis, Minn., signed “Dick,” with 
the name oa the margin “R. E. Bailey, 600 Meacham Building, Fort 
Worth, Tex.: 

Dear Bitu: I just returned from Ben Ferguson’s office and wanted you to 
know that he has been trying to work some of your Canadian wheat to the Texas 
mills. 

While I was in there he was talking to Bill Lathrop who did pass along the in- 
formation that these Texas mills will look for that type wheat when they get an 
export ord re 

Usually when the mills here get an export flour sale on the books they want the 
wheat shipped vesterday. There is no export flour business right now but once 
the same does develop I will work with Ben in an effort to get bids. The mills 
all have samples so know that for for which they are bidding 


Mr. Tuornton. I know Mr. Lathrop. He is dead now. 

Mr. GuINANE (reading): 

We had a nice convention in Dallas. It was my pleasure to entertain the CCC 
fellows and their wives at a dinner Saturday night; also the Galveston Wharves 
folks. This was a very worthwhile evening. 

Further for your information, the Galveston Wharves manager told me that 
Cargill had been applying much pressure to get a good mix out of the gulf but that 
he was going to take care of Bunge first as he appreciates the current association. 

You, of course, know the details of our arrangement with him. 

Mr. THornton. Well, we take care of our customers. Cargill 
was not a customer of ours. 

Mr. Gurinane. When Bailey was speaking about the Galveston 
Wharves’ manager there, was he speaking about you? 

Mr. THornton. Perhaps so. I don’t remember him. 

Mr. Gurinane. Have you ever been out to a convention with 
Mr. Bailey? 

Mr. THornton. As I say, I can’t recall his name. 

Mr. Guinane. Have you ever received any money from Bunge 
on behalf of—from Bailey on behalf of Bunge Corp.? 

Mr. THornton. No, sir. 

Mr. Gurnane. Another letter of May 3, 1951, from Bunge Corp., 
signed by W. G. Kellogg, addressed to Mr. R. E. Bailey, 600 Meacham 
Building, Fort Worth, Tex. [Reading:] 

Dear Dick: I have your letter of the Ist and note that you are still working 
on some of our Canadian wheat. I am very sorry to advise that there is none 
of this wheat available now for early shipment and the only thing which we have 
beyond is 500,000 bushels for shipment from Canada the last 10 days in August. 
This will be available for shipment out of Duluth the early part of September. 

Confidentially, I sold some more of this wheat to Julian Scott today. 

Do you know who Julian Scott is? 

Mr. THornton. Yes, sir. He is with the Transit Grain Co. 

Mr. Guinane. Is he the one recently indicted on criminal charges 
in Houston? 

Mr. THorNTON. Yes, sir. 

Mr. GuINANE (reading): 

We have sold him a good lot of Canadian wheat and we have done fairly well 
on it, and I believe that he has made a lot of money. More power to him. As 
you know, he does not want too many people to know of the wheat which he has 
bought from us. 

The Santa Fe crop report certainly doesn’t look very hot, and I imagine that 
there will be quite a lot of spring wheat worked that way if we raise a crop up here. 
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Glad that you had a nice meeting in Dallas entertaining the CCC fellows Also 
the Galveston Wharves people I believe that this kind of a thing is very good for 
us; it is certainly a good idea to be well built in with these fellows 


Do you know Kellogg; W. G. Kellogg, of Kellogg Milling Co. 
formerly vice president in charge of Bunge at Minneapolis? 

Mr. THornton. I do not. 

Mr. Guinane. You have never had any dealings with him? 

Mr. THorntron. Not with Mr. Kellogg. 

Mr. GuInaNeE. I wanted to read another letter dated May 9, 1951, 
on the letterhead of Gano Grain Corp., Forth Worth, Tex., addressed 


to Mr. W. G. Kellogg, Bunge Corp., Minneapolis, Minn. [Reading:] 


Dear Biwi 


’ 


that is signed ‘Dick,’ and says: 

Please find enclosed a note to Bob Straub regarding a new idea as against present 
methods 

Do you know Bob Straub? 

Mr. THornron. Very well. 

Mr. Guinane. Who is he? 

Mr. Tuornton. President of Bunge Corp. in the United States 

Mr. Guinane. Was he the one Sweeney made arrangements with 
for storage of wheat at your elevator? 

Mr. THornton. He talked to Straub; he said he talked to Straub, 
and I think he talked to Cy Kern, who was in Mr. Straub’s office. 
And he might have talked to Mulloy in Kansas City. Iam not sure. 

Mr. GuiInane. (reading 


During the San Antonio convention I had the people mentioned in the letter to 
peo} 

New York out to a dinner and a real shingdig Che CCC fellows and their wives 

as well as the wharves fellow and his wife. They, of course, tell me about all I 


ask to know, and I get along real well with them 

Now, in referring to the wharves fellow and his wife, who is he 
referring to, do you know? 

Mr. THornton. Do you mean in New York? 

Mr. Guinane. No. At the San Antonio or Dallas convention. 

Mr. THornron. He was evidently referring to my assistant, Mr. 
Sweeney, because I wasn’t at the San Antonio convention; I am sure 
I wasn’t at the Dallas convention. 

Mr. Gurnane. And as far as you know, you haven’t associated 
with Bailey at these conventions? 

Mr. TuHornron. I wouldn’t say I haven’t met him, but his name 
doesn’t come to mind. 

Mr. GuINANE (reading 

Sweeney runs the wharves and told me that Cargill is giving him much trouble 
and grief as to this mix business. Bunge is about the best as far as he is concerned. 

Saw Julian Scott at the convention a couple of times, and he said that he had 
talked to you. ’ 

It is really quiet down here. We are busy at the elevators on old sales but 
it is hard to get any new ones on the books. 


¢ 


The rest is more or less personal. 

Senator Younec. May I ask a question. What is the nature of 
Mr. Sweeney’s illness? 

Mr. Txornton. He had a nervous breakdown. He was in the 


> 


hospital nearly 2 months, and he hasn’t been to the office in 3 months. 
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TESTIMONY OF BRYAN S. WILLIAMS, COUNSEL FOR GALVESTON 
WHARVES, GALVESTON, TEX. 


Mr. Bryan 8S. Witiiams. May I give some information on that? 

Mr. Sweeney’s physician was over here this morning to tell you 
gentlemen about his condition, and he left and asked me to tell you 
when you were ready to hear from him he would come back. 

Mr. Sweeney is under the control of his physician, not the lawyer’s. 

The CHAIRMAN. Now, your name? 

Mr. WiiuraAMs. Bryan Williams. 

The CuarrMan. And you are an attorney for the wharves? 

Mr. WiiuramMs. One ot them; yes, sir. 

The CHArrMan. So that you are one of the attorneys and you are 
speaking now officially for the wharves? 

Mr. Witurams. No, sir; no, sir. I am just relaying to this com- 
mittee a message which Dr. McLarty, the doctor for Mr. Sweeney, 
asked me to give you. He was here this morning and is very busy, 
has some operations, and he asked me to inform the committee he is 
ready to come here whenever you wish. I am just acting as an inter- 
mediary for the doctor. 

The CHarrMan. We were in the chamber from shortly after 9 
until we convened at 10. 

Mr. Wituiams. He wasn’t there when you convened at 10. He 
was operating this morning and got in at 10:30. I have no control 
over Mr. Sweeney, but I am telling what the doctor said. 

Mr. Gurnang. And Mr. Sweeney has been under subpena for 
some time, and he is a very important witness as far as we are con- 
cerned. I’d just like to tell you that. 

Mr. WruuiaMs. Mr. Chairman, may I suggest that I be allowed 
to notify the doctor you want to hear from him? 

The CuatrmMan. We want to hear from the doctor, but we want to 
take testimony from Mr. Sweeney as soon as it is physically possible 
to take testimony from Mr. Sweeney. 

Mr. Wruttams. I don’t know anything about Mr. Sweeney’s 
condition. 

The CuatrmMan. Do you know where he is? 

Mr. Witurams. No, sir. I think he is in town. 

The CHatrMan. You don’t know whether he is in the hospital or 
home or where he is? 

Mr. Wiuurams. I don’t know definitely. I haven’t kept in touch 
with Mr. Sweeney or been informed about his condition. 

Mr. THornron. He is under the care of the doctor constantly. 
And, as I say, when this subpena was served on him, he had been 1ll 
for a month and a half. He had been in the hospital, and he just 
had been transferred from the hospital to his home. I think the 
marshal caught him at home and served him with the subpena, but 
he has been continuously ill. He hasn’t been at work in over 3 
months, more than 3 months. 

Mr. Wiuurams. I am not here to speak for Mr. Sweeney, and I am 
not speaking now as a representative of the Galveston Wharves. Mr. 
Sweeney, as I say, is under the hands of his physician who asked me 
to ask you to give him an opportunity to be heard about Mr. Sweeney’s 
condition, and then I assume it will be up to you to determine what 
you will do about it. 
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The CHatrMan. We will hear the doctor’s statement tomorrow. 
We expect to reconvene tomorrow morning at 9 a. m., and that is 
for the information of all of you, that it will be 9 tomorrow morning 
rather than 10 as of this morning, and that will accommodate the 
doctor if he is in surgery later on in the morning; so, if the doctor 
wishes, he can make his statement when we first reconvene tomorrow 
morning. 

Mr. Wriuiams. I will so inform him. 

Mr. Guinang. Mr. Thornton, you had grain inspectors who are 
licensed by the Department of Agriculture, stationed at the elevator, 
did you? 

Mr. THornton. Well, I didn’t; the board of trade put them there. 

Mr. GuinaNne. But there were inspectors stationed at the elevator 
quite a little? 

Mr. THornton. Yes, when we were loading a ship there are 
inspectors there. 

Mr. Gurnane. Who are the inspectors generally assigned to the 
elevator? 

Mr. THornton. We have different ones. 

Mr. GurInane. Several different ones? 

Mr. THornton. Over a period of 12 months, we might have 2, 3, 
or 4 down there; and when we are loading 2 ships, there are generally 
2 inspectors there, that is, at 1 time. 

Mr. Guinane. Could you name some of those inspectors? 

Mr. Tuornton. Yes. Skarke, Lowth, and Boozer, I think his 
name is. Oh then, we had several inspectors that have left Galves- 
ton, resigned their job and went elsewhere. I don’t recall their 
names just at the moment. The board of trade chief inspector could 
give you their names better than | could. 

Mr. Gurnane. Did Skarke inspect a large number of ships leaving 
your elevator? 

Mr. THornton. Well, I couldn’t tell you that as personal knowledge 
He has inspected some, and how many I couldn’t tell you. 

Mr. Guinane. You have talked to Skarke on several occasions 
haven’t you? 

Mr. Toornton. I have talked to Skarke a good many times; yes. 

Mr. Gurinane. Did you ever pay him any money as commissions or 
bonus or anything for inspections made out of your elevator? 

Mr. THornton. No, sir. 

Mr. Guinane. He was on a regular salary, was he, with the Galves- 
ton Cotton Board? 

Mr. THornton. He was on a regular salary, yes; he got paid a 
regular salary and overtime for all work he performed after 5 o’clock. 
Mr. Gurnane. Did elevator B pay him the money for overtime? 

Mr. THornton. No. 

Mr. Gurnane. His salary came from the Cotton Board of Trade, 
did it? 

Mr. THornton. Yes. 

Mr. Guinane. Did elevator B at any time pay Skarke any money 
for service rendered in connection with his inspections? 

Mr. THornton. No. Every Christmas, we contribute several 
hundred dollars to the grain inspection department. That takes in 
all of them. It is a Christmas bonus and has been a practice around 
here for 50 years, they told me. 
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Mr. Guinang. How much would that Christmas bonus amount to? 
Mr. Tuornton. We might contribute as much as $500 to the fund, 
but that would be distributed among the grain samplers and inspectors 
and all: it must be 20 or 30 men involved there. That is sort of a 
custom that has been going on at the port, so I am told, for 50 years. 

Mr. Guinang. Why? 

Mr. Tuornvon. Just sort of a Christmas present or Christmas 
bonus—I wouldn’t call it a bonus; like sending a fellow a case of 
whisky, instead of whisky, we get up a pot of money, and the freight 
forwarders contribute to it. 

Mr. Guinane. It wasn’t that they might be careless at times with 
the wheat on their inspection? 

Mr. TuHornton. No. We didn’t try to buy influence, if that is 
what you have in mind. 

Mr. Guinane. You recall the incident on the steamship North 
Anglia, do you, in February 1953? I will refresh your recollection 
with a statement furnished the committee by the Office of Com- 
pliance and Investigation [reading]. 


On February 17, 1953, the steamship North Anglia received 231.470 bushels of 
wheat at elevator B The An 1 then moved to Sunset Elevator at Galveston. 
Prior to loading at Sunset, Department of Agriculture grain inspectors found 
Sample grade Dark Northern wheat aboard; the following morning the inspectors 
went to elevator B where t! teamship Stad Leiden was beine loaded, and found 
it had Sample grain aboard, and ordered the ship unloaded Thornton refused 


to permit the grain inspectors to interview Cannon or Carroll or examine elevator 


records 


Does that refresh your recollection? 

Mr. TuHorntron. Whoever made that report or last statement is 
wrong. I did not refuse to let the Government men interview Can- 
non and Carroll 

Mr. Gurnane. You did not? 

Mr. THornton. No. 

Mr. Gurinane. You recall this incident? 

Mr. Tuornton. I recall the incident, yes; but they did not order 
us to unload the vessel. We voluntarily agreed to unload the vessel, 
and we did, the Stad Leiden you are talking about. 

Mr. Guinane. How did that sample grain happen to get on there? 
That is another mistake? 

Mr. THornton. | wasn’t there; I don’t know. 

Mr. Gurinane. In this instance, the Federal inspectors caught it, 
didn’t they? 

Mr. THornton. I don’t know. 

Mr. Gurnane. You are familiar with the United States official grain 
standards, are you? 

Mr. THorntoN. No; I am not too familiar, only a smattering what 
someone has told me. I couldn’t stand an examination on it. 

Mr. Guinane. You are sufficiently familiar to state whether under 
the official grain standards the maximum percentage of spring wheat 
that could be included in a cargo of No. 1 Hard Winter wheat, you are 
familiar enough to state that; are you not? 

Mr. THornton. Only what I have been told, other classes 10 
percent. 

Mr. Guinane. In No. 1? 

Mr. TuHornton. Five percent. 

Mr. Guinane. No. 2? 
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Mr. THorNTON. Ten percent. I have been told that. I don’t 
know that is true. 

Mr. GuinaNne. You mentioned that you did not unload the North 
Anglia. 

Mr. THornton. No. We unloaded the Stad Leider 

Mr. Guinane. Did they order you to unload it? 

Mr. Tuornton. No. I told them we would unload it. They took 
a sounding, and the Federal inspectors took a sounding of the boat 
and said that the grain wouldn’t come up to the Grain Standards Act 
We said, “Well, we will unload the boat.’’ We shoved it down the 
dock, put our suckers in it and unloaded it 

Mr. Gutnane. Didn’t they tell you every hold in the vessel was 
loaded with Sample grade frosted Canadian wheat? 

Mr. TuHornton. No. They said it didn’t meet the Grain Stand- 
ards Act. 

Mr. Guinane. Isn’t it a fact the only reason you permitted them 
to unload it after protesting, they got a ruling from Washington they 
would not issue you a certificate for any wheat out of the elevator, 
and that is the reason you permitted them to unload? 

Mr. Tuornton. I don’t know they got a ruling out of Washington 
They said they would not issue a certificate. That was not a Bunge 
ship. That was another exporter’s ship. We unloaded it, reloaded 
it, and sealed it. 

Mr. Guinane. On this Grain Standards proposition on 5 percent 
for No. 1 Hard wheat and 10 percent for No. 2 Hard wheat, a number 
of vessels were loaded where elevator records showed a very high 
percentage of Sample grade Dark Northern Spring wheat. You are 
familiar with those matters they were speaking about this morning 
when Mr. Cunningham was on the stand? 

Mr. THornton. I am familiar with the records, but we have a man 
here to testify who made those records—Mr. Parrish. [haveseen these 
records, but he made the record. 

Mr. Guinane. But you run the elevator, don’t you? 

Mr. THornton. | operate the whole terminal facility. 

Mr. Guinane. And none of those men in that elevator do anything 
unless you O. K. it? 

Mr. Tuornton. | try to get it that way. 

Mr. GuinaNne. Yes, sir. Now, when your record showed that the 
steamship Furytheus was loaded with 44.23 percent of Sample grade 
Dark Northern Spring wheat; was that true? 

Mr. THornton. I don’t know. 

Mr. Guinane. You haven’t discussed this with Mr. Sweeney or 
others about the terrifically high loadings of Sample grade in loading 
ships? 

Mr. Toornton. I have talked to Mr. Parrish about it. 

Mr. Guinane. What did he tell you? 

Mr. THornton. He doesn’t know what went on the boat. That 
was his arbitrary markoff. 

Mr. GuInane. It did not represent the true amount of what went 
on the ships? 

Mr. THornton. I don’t know. 

Mr. Guinane. Why do you call this an arbitrary markoff? 

Mr. THornton. He will explain it. 
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Mr. Guinane. Your understanding is that it was an arbitrary 
markoff? 

Mr. THornton. Most markoffs are arbitrary. 

Mr. Guinane. We agree with you. I don’t believe there is any 
difference of opinion in that. 

So, those chargeoffs to ships, as far as you know, do not reflect, 
accurately reflect, the real grades of wheat that went on those vessels? 

Mr. THorntTon. It may not or it may; we don’t know. 

Mr. Gurnane. Wouldn’t you, as an elevator man, operating a huge 
elevator in this district, be charged with the responsibility of operating 
your elevator in accordance with the uniform grain standards so the 
Government could use the elevator? 

Mr. THornton. We are willing to do what other competitors are 
doing in our area. We are willing to live up to the Grain Standards 
Act if the Federal inspection service will tightly supervise our com- 
petitors and see they do it. 

Senator Youna. That is a poor attitude for a businessman to have. 
It would seem to be that anyone buying wheat would have to find out 
who is the least crooked. It becomes a vicious circle, doesn’t it? 

Mr. THornton. I will say it is a vicious circle, because of the ele- 
vator operators and lack of supervision at some points and tight super- 
vision at others, like ours; we are tightly supervised. 

Senator Younc. A Federal inspector wouldn’t dare turn around 
and spit when you are loading a car, would he? 

Mr. Tuornton. We have loads that come to us with all sorts of 
mix, and we wonder how they get the certificate up there. 

Senator Youna. I don’t think I would admit, if I was a business- 
man, that I wanted to be as crooked as the other man. 

Mr. THornton. To stay in this elevator business, it is a rough 
business, and you have to meet competition with elevators that don’t 
have Federal supervision. 

The CuarrMan. They all have Federal inspection. 

Mr. THornton. It is presumed so, but they don’t. 

The CuarrmMan. Who would you say is responsible for permitting 
an area to be slipshod in its inspection? 

Mr. THornton. I have complained to the head man, Mr. Murphy, 

Washington, and I have complained here. 

Senator Youna. By letter? 

Mr. THornton. By letter and by verbal, and Mr. Funchess here, 
last April, I renewed the complaint. I started in 1949 asking when 
he is going to put resident supervisors in Houston and at Port Arthur; 
and he comes up with a statement that Mr. Murphy is a fine gentle- 
man—and he is a fine gentleman. 

Senator Youna. I think we should have copies of that corre- 
spondence. 

Mr. THornton. I have copies of it, and would like to introduce it. 

Senator YounG. You have copies of the reply? 

Mr. THornton. Yes, sir. I have enough copies for each one of 
you Senators here. 
~ Senator Younc. I was referring to any letters you may have 
directed to warehouse officials in Washington. 

Mr. THornton. There is a letter there addressed to Mr. Murphy 
in that. 
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The CHarrman. In other words, what you mean here is this is your 
statement, and this is more or less a statement to the committee; and 
then you contend, in here are copies of communications, such as, of 
May 7, 1952, which is a memorandum from the Washington office, 
Galveston Wharves, addressed to you, by Mr. Nesbitt. 

Mr. THornton. That is our eastern agent, and that is as a result 
of a conference he had with Mr. Murphy. 

The CuarrmMan. But this one on May 7 is signed “Sincerely yours, 
s/RAN.” 

Mr. THornton. That is R. A. Nesbitt. He is our eastern agent. 
He just put his initials there. 

Senator Youna. I think this whole business needs a good investi- 
gation, 

Mr. THornton. It will make an elevator operator happy if you 
could stop your competitors from doing things you don’t want to do; 
but you have to in order to stay in business. 

The CnHarrmMan. Do you know, among your associates in the 
business, in the export or in the port elevator business, of anyone 
who is complaining in the same manner that you are complaining 
about unfair competition? 

Mr. THornton. Well, the fellow that has the advantage is not 
voing to complain. 

The CHarrMAN. I know. But surely there must be someone else 
complaining. When I was usually the only one wrong or being picked 
on, | generally examined myself to see if | wasn’t in error. 

Mr. THornton. I know other elevators that have complained, but 
I don’t want to give the names; they complained about the tight 
supervision at Galveston and lack of tight supervision at nearby 
competing ports. 

The CHatrMAN. How many competitors have you here in Galves- 
ton? 

Mr. THornton. Sunset Elevator of the Southern Pacific Railroad 
Co., and leased to the Continental Grain Co.; and they have 2 in 
Houston and 1 in Port Arthur owned by the Southern Pacific and 
leased to Cargill. 

The CHarrMan. They are all using this as a port, all exporting? 

Mr. THornton. Yes. And the only Federal supervision they get 
is what they send out from the Galveston office. They have no 
resident Federal supervisor at either point, and that is what we have 
been complaining about. 

The CuarrMan. You feel that the one that lives here and is here 
constantly is doing a tighter investigation on your operations than 
on the others? 

Mr. Tuornton. Yes, sir. They sleep at our elevator. That is 
their headquarters. 

The CHarrMAn. And they have always done that? 

Mr. Tuornton. Since I have been here, and I have been complain- 
ing a long time, Mr. Senator. 

The CHarrMAN. You don’t think it was the question of operations 
at your elevator that compelled them to sleep there? 

Mr. TuHornton. No, sir. We are willing to live up to the Grain 
Standards Act if our competitors are required to do so. But, as | 
said, it is a rough game when you have to do things you don’t think 
you should do in order to meet competition in the way of liberal mix. 
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Senator ELLtenpeEr. I have been skimming over the correspondence 
handed by the witness, and I find he has made complaint as to grain 
supervision in Washington on several occasions, and as stated, he 
has made efforts to try to correct conditions that have existed there 
a long time; and I think the whole correspondence should be filed 
with the committee and in due time take up with Washington this 
discrimination, and why permit it. 

The CHarrMaANn. You desire it filed or made a part of the record? 

Senator ELLENDER. Yes. 

The CuarrMan. It will be filed as part of the committee report. 

(The document referred to above is as follows:) 


STATEMENT Fi_ep By E. H. TuHornron, Sr., Vick CHAIRMAN AND GENERAI 
MANAGER, GALVESTON WHARVES, GALVESTON, TEX. 

I wish to supplement the attached reproduction of correspondence that I had 
with Mr. W. F. Funchess, Galveston, and with Mr. E. J. Murphy, Washington, 
by stating that I had a number of verbal conferences, personal and telephone, 
with both Mr. Funchess and Mr. Murphy at which I verbally restated and 
renewed my complaint of the discrimination by the Grain Supervisory Division 
of the Dey artment of Agriculture against our elevator B and the preference that 
was being extended to competing port elevators located in this immediate area. 
I personally told both Mr. Murphy in Washington and Mr. Funchess in Galveston 
that we continued to receive information; either direct or indirect, from our grain 
shipper customers that they were able to get a much more liberal mix at nearby 
elevators, competitors of ours, than the mix that we were able to assure them. 
We convinced ourselves that these statements given us by representatives of the 
grain shippe rs using our elevator were correct because we saw our private export 
grain business getting away from us, and we knew there was only one reason and 
that reason was that the grain merchants were able to get a much more liberal 
mix at nearby competing elevators than the mix that they were able to get at our 


elevator. As late as April of this year when I was in Washington, I personally 
renewed my complaint with Mr. E. J. Murphy and only recently I renewed my 
complaint personally with Mr. Funchess in Galveston. At the very beginning 


when I started complaining to Mr. Murphy at Washington and Mr. Funchess at 
Galveston about the discrimination against our elevator, both of these gentlemen 
admitted to me personally that my complaint had merit, but the said they were 
not able to do anything for me by giving the same kind of Federal supervision at 
Houston and other nearby competing elevators as we were getting. Mr. Murphy 
on several different occasions told me that he would have to get additional appro- 
priations from Congress to enable him to establish a permanent resident Federal 
grain supervisory force at Houston and each time I urged Mr. Murphy to have 
Mr. Funchess at Galveston in the meantime to use his, Mr. Funchess’, present 
force to give each of the port elevators in this immediate area, namely, the 2 
elevators at Galveston, the 2 elevators at Houston, and 1 elevator at Port Arthur, 
equal and the same Federal supervision even though this meant that each of these 
5 port elevators located in this immediate area might get only 50 or 60 percent 
Federal supervision. I told Mr. Murphy and Mr. Funchess that I did not think 
it fair to us for the Government to give us 100 percent Federal supervision and 
give these other competing elevators anywhere from 25 to 50 percent Federal 
supervision, or perhaps less. 

After I realized that Mr. Murphy and Mr. Funchess were not going to give me 
anv relief, I decided to issue instructions to our general foreman at the elevator 
and other top level employees at our elevator to exert every means and effort to 
give the grain exporters, using our elevator, the most liberal mixture that they 
could get by with on each ship that they loaded at the elevator. I told our elevator 
employees that unless we were able to give our exporters a more liberal mixture in 
the delivery of their grain aboard vessels at our elevator, we stood a good chance 
of losing all of our private export grain business to other nearby competing port 
elevators. There was nothing else that we could do to protect ourselves if we 
wanted to keep our large port elevator in operation. 

In spite of my instructions to our elevator employees and their effort to comply 
therewith, we continued to suffer a loss in our private grain business to other 
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competing elevators, which convinced me that we still were not able to give our 
exporters as liberal mix as they and others were getting elsewhere 
I wish to strongly emphasize that although the city of Galveston owns and 


operates the largest export grain elevator in the United States (a 6-mill 
house) and that our grain elevator is one of the fastest and most efficiently oper 















ated elevators in this country, we have been losing ground relativel e har 
dling of export grain as compared with the volume of grain being ha at othe 
nearby competing elevators; and that, unless something is done by the Depart 
ment of Agriculture to correct remove this « 
have been complaining for almost 4 years, we may be faced with the poss 
of having to close the largest and most efficient port grain elevator in t} countr 
because, as I have stated before, the private g exporters W s¢ = 
port elevators in this area that are willing and able, due to la f 
Federal supervision similar to that imposed on our el to give e pI 
grain exporters a most liberal mix on the delivery of their grain to vessels 
private exporters will stop using our elevator because we are so tight Federa 
supervised by the Department of Agriculture Federal Supervisory D 

This would be a severe blow to Galveston because shipping is its very 1 
Take our shipping away and you destroy the city 

Memo From WASHINGTON OFFice, GALVESTON WuHaARVES, May 7 152 


To: Mr. E. H. Thornton, vice chairman and general manager 
Subject: Grain Inspection Service. 
Dear Mr. THoornton: I dropped by Department of Agriculture yesterday ar 
had a very nice visit with our friend Mr. Murphy, Chief of the Federal Gra 
‘ } 


Inspection Service. Mr. Murphy agreed that h is not yet said ar to Mr 
Funchess about having one of his supervisors out of the Galveston office keep a 
“closer eye’’ out on Houston, but said he believes something can be worked « 
along this line a little later this year He also agreed with me, as he agreed w 


you, that we had a lot closer supervision at Galveston than exists in Houston a 
the present time. 

As to his office being able to establish grain inspection stations at H« 
Amarillo, and Kansas City, which they had tent: 
ments as outlined to Congress, Mr. Murphy said the finally had to give up this 
idea, and he feels they were lucky to hold on to 
moves for economy, and more particularly, in view of the fire under which t 
Department of Agriculture now is before the various congressional committees 

He said they plan again to ask for these three offices at the next ‘“‘go around 
but of course he does not know what their chances will be at this time Vario 
interests at Amarillo and Kansas City have supported Agriculture in this request 
but as we might assume, Houston has made no indication that they desire sue 
an Office. 

Sincerely yours, 








GALVESTON WHARVES, May 1, 195 
Mr. R. A. Nessirt, GEA, 
Washington, D. C 


Dear Bos: I suggest that vou make an appointment to see our mutual friend, 


Mr. Murphy, head of the Federal Grain Inspection Service, and remind him that 
I , 

he apparently has not said anything to Mr. Funchess about keeping one of his 

supervisors in Houston more regularly It doesn’t seem fair that the Houstor 


Port elevators should be allowed to load ships without Federal supervision while 
very close Federal supervision is imposed upon vessels loading at our elevators 
Very truly yours, 
E, H. THORNTON, 
Vice Chai? man and Ge neral Vanage r 


$4117—53—pt. 2——16 
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GALVESTON WHARVES, March 1, 1952. 
Mr. F. J. HerBetin, 
Chairman, Grain Committee, 
Galveston Cotton Exchange and Board of Trade, Galveston, Tex. 

Dear Francis: For you information beg to enclose letter dated the 26th ult. 
received from Mr. E. J. Murphy, Deputy Director, USDA—P& MA, Grain Branch, 
Washington, which is in reply to my letter to him of February 14. 

Yours very truly, 





E. H. THorNTON. 


UniTED StaTES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
GRAIN BRANCH, 

Washington 25, D. C., February 26, 1982. 

Mr. F. J. HERBELIN, 
Chairman, Grain Committee, 

Galveston Cotton Exchange and Board of Trade, 
Galveston, Tex. 

Dear Mr. HeERBELIN: We received your letter of February 11 with reference 
to establishing grain supervision offices at Texas gulf ports. This matter has 
received consideration by the Department in previous years. Specific attention 
was given to the possibility of increasing supervision facilities at the port of 
Houston. So far, however, funds have not been available for this purpose. We 
are endeavoring to carry on as best we can by attempting to give all Texas gulf 
ports as much supervision from the Galveston office as personnel, equipment, and 
funds will permit. 

Very truly yours, 
EK. J. Murpuy, Deputy Director. 





UNITED States DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
GRAIN BRANCH, 
Washington 25, D. C., February 26, 1952. 
Mr. E. H THORNTON, 
Galveston Wharves, Galveston, Tex. 

Dear Mr. TuHornton: We received your letter of February 14 stating that 
vou would like to discuss the matter of the Department establishing grain super- 
vision offices at other Texas gulf ports, when you are in Washington during the 
week of March 31 We have since received a copy of your letter of February 18 
to Mr. W. F. Funchess regarding this matter. This matter has received attention 
of the Department in the past because we recognize fully the need and desirablity 
of adequate supervision at all important receiving and export markets. We 
shall look forward with interest to seeing you. 

Yours very truly, 


I 


EK. J. Murpuy, Deputy Direcior. 


GALVESTON WuHarvEs, February 18, 1952. 
Mr. W. F. Funcugss, 
Marketing Spee alist, Production and Marketing Administrat on, 
Crain Branch, Galveston, Tex 
Dear Mr. Funcnuess: I find that I failed to furnish you with a copy of my 
letter of February 14 addressed to Mr. Murphy on the subject of placing resident 
Federal grain supervisors at Houston and perhaps at other Texas ports where 
Federal grain supervisors are not now located 
Last week when I discussed this subject with you I told you that we were 
very much concerned over the lack of closer Federal supervision at these other 
competing port elevators, but that I was not complaining about the close Federal 
supervision that is now being imposed at our elevator B, and think that this 
discrimination against our elevator should be removed at the earliest date possible. 
Yours very truly, 
E. H. THORNTON. 
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GALVESTON WHARY\ Fel j 1 
Mr. E. J. Murpuy, 
Deputy Director, Regulatory and Inspection Divisio Grain Brancl 
Production and Marketing . 
United States Department of Agriculture, Washingion, D. C. 

Dear Mr. Murpny: We have copy of letter dated the 11th inst. addressed to 
you by Mr. F. J. Herbelin, chairman of the grain committee of the Ga 
Cotton Exchange and Board of Trade, on the subject of your Department estab- 
lishing resident grain supervisors at other Texas gulf ports 

This is an important subject to us and I would like to personally discuss this 
matter with you when I am in Washingtc during the week beginnin 
I will phone you for an engagement after’I reach Washington 

With kindest regards, beg to remain, 

Yours very truly, 








GALVESTON CoTToN EXCHANGE AND BoarRpb or TRADI 
Galveston, Tezx., Fe wry 11, 1952. 
Mr. E. J. Murpuy, 
Deputy Director, Reg ilatory and In spectior Division 
Grain Branch, Production and Marketing Administr : 
United States Department of Agriculture, Washington, D. C. 


DeaR Mr. Murpuy: We understand that some years ago your Department 


was actively considering the establishment of resident Federal grain supervisors 
in other Texas gulf ports. 
We believe that as a matter of public policy such offices s ld be established 


and hope you can see your way clear to do so at an early dat 
Yours very truly, 
F. J. HERBELIN, 
Chairman, Grain Committee. 


Mr. W. F. FuNcHEss, 
Grain Inspection Supervisor, In 
United States Department of A, 

Production and Market ng Administration 

Galveston, Tex. 
Dear Mr. Funcuess: Beg to acknowledge receipt and 
the 3d inst. We sincerely hope that Messrs. English and 
action on our request to correct the existing discrimination 
Just today, we had one large export grain concern, who hs ing 
with the Galveston Wharves’ elevator B for more than 30 years, to notify us that 








they will have to discontinue trying to do any export grain business through our 
elevator B as they cannot continue using our elevator B and meet the competition 
of other grain exporters who are shipping bulk grain through other port elevators 


where the Government supervision is not so strict as at elevator B. We stand a 
chance of losing most, if not all, of our private export grain business unless some- 
thing is done quickly to remove this discrimination against our elevator b. 


Yours very truly, 
E. H THORNTON, 
Vice Chairman and General Manager. 


GALVESTON WHARVES, October 5, 1949. 
Mr. Leroy K. Sir, 
Director, Grain Branch, Production and Marketing Administration, 
United States Department of Agriculture, Washington 25, D.C. 

DEAR Mr. Situ: Supplementing my letter to you of the 28th ult., beg to 
enclose herewith copy of my letter of October 1 addressed to Mr. W. F. Funchess, 
Chief Grain Inspection Supervisor for the Department of Agriculture, head- 
quarters at Galveston, and a copy of Mr. Funchess’ acknowledgment and reply 
thereto dated October 3, both of which are self-explanatory 

Again assuring you of our full cooperation in the storing and handling of 
Government grain at our elevator B, beg to remain, 

Yours very truly, 
EK. H. THornron. 
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Unirep States DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
GRAIN BRANCH, 
Galveston, Tex., October 8, 1949. 
Mr. E. H. Toornton, 
Vice Chairman and General Manager, 
Galveston Wharves, Galveston, Tex. 

Dear Mr. THorntTon: We have your letter of October 1, in regard to the rela- 
tive amount of supervision of the inspection of grain cargoes loaded at Galveston, 
Houston, and Port Arthur, as performed by our Galveston office. 

On September 1, I reported to Mr. English and to Mr. Barr the substance of our 
conversation referred to in the first paragraph of vour letter to me of October 1. 
On September 6, Mr. English wrote me a memorandum in which he stated we must 
arrange somehow to give more official supervision to cargo loadings at Houston 
and Port Arthur. This we are endeavoring to do. However, as I told you, we 
are handicapped by our limited number of personnel and the amount of funds 
available to us for travel purposes. 

We are mailing a copy of your letter to me of October 1, together with copies of 
all the correspondence enclosed therein, to both Mr. Barr and Mr. English. If 
they think it advisable to write to you directly, they will, of course, do so. 

Yours very truly, 
W. F. FuncuHEss, 
Grain Inspection Supervisor in Charge, Grain Branch. 





GALVESTON WHARVES, October 1, 1949 
Mr. W. F. FuNcHEss, 
Grain Supervisor in Charge, Grain Branch, 
United States De partment of Aq iculture, 
Prod ictton, and Marketing Administration, 
Galveston, Tex. 


Dear Mr. Funcuess: Recalling conversation that I had with you several weeks 


past at which time I verbally complained to you of the discrimination against the 
Galveston Wharves elevator B and the preference extended to other competing 
port elevators in this area in the matter of Government supervision over inspection 
of grain delivered from the wharves elevator B and other port elevators in this 
area to saloara vessels. You conceded that we had just cause of complaint of 
discrimination due to the fact that you and your Department were imposing strict 


supervision over the inspection of grain delivered from our elevator B to onboard 
vessels berthed thereat whereas the same close Government supervision was not 
being imposed over the inspection of grain delivered from other port elevators in 
this area to onboard vessels berthed at said other elevators and you promised to 
write your Mr. English at Chicago and also I believe Mr. Barr at Washington 
placing before these two gentlemen our complaint of discrimination and our 
request that this discrimination be removed by the Government establishing and 
imposing the same strict supervision over the inspection of grain delivered aboard 
vessels at these other port elevators which are competitors of our elevator B. 
I was wondering if you had heard anything from Mr. English or Mr. Barr and if 
any steps have been taken to remove this discrimination against our elevator B 
of which we are complaining. 

For vour further information, I beg to enclose herewith copy of telegram dated 
the 27th ult. that we received from Mr. Leroy K. Smith, Director of the Grain 
Branch of the Production and Marketing Administration, Washington, D. C. 
and a copy of my letter of the 28th addressed to Mr. Smith in reply to this tele 
gram. This will give you some idea of what we are faced with in our efforts to 
compete with other port elevators in this area in the handling of Government 
grain, when our elevator B is being supervised by your Department while these 
other competing port elevators are not being so c lose ly supervised by your Depart- 
ment in the inspection of grain delivered therefrom aboard vessels. 

Would apprec:ate your again taking this matter up with Mr. English and 
Mr. Barr and urge that they take steps to remove this discrimination existing 
against our elevator B. 

I repeat here what I told you personally, we are not making any claim that you 
or your Department is not doing its full duty in the imposing of strict supervision 
over the inspection of grain delivered from our elevator to vessels, and we are not 
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asking that you or your Department relax this supervisio1 


1 ir elevator | W 
are asking that you and your Department impose the same strict Gov nt 
supervision at other port elevators in this area 

Thanking you in advance for your prompt attention to this matter and awa g 


to hear from you, beg to remai: 
Yours very truly, 














GALVESTON WHAR\ S } 
Mr. Leroy K. Smiru, 
Director, Grain Branch. PM :. 
United States Departmeni of A lure. Wasi I) ¢ 

Dear Mr. Situ: Reference to your telegr f toda ! 
conversation concerning contents therein pertai ig to tl na ¢ l ad 
of bulk grain for the Commodity Credit Corporation by port elk located on 
the gulf. 

I beg to confirm my statement to you over the telep that we are ne a 
position to agree to vour proposed directive which would r to unload and 
remove any bulk grain from vessels berthed at our elevator 3 a é 
could not agree to assume any expense that might be l ‘ any 
Commodity Credit Corporation bulk grain from vessels be1 at vator; 
nor could we agree to assume any ship demurrage charges that ght be i rred 
on any vessel because of delay in taking on grain at ourelevator. On the other 
hand, we do agree that on all Commodity Credit Corporati I W 1 her?- 
after handle at our elevator B, to exert everv effort at i recaution 
to see that the proper authorized class ar 1 crade of Co I 1 CT ( r} ra l 
grain is delivered by our elevator to vassels berthed thereat 

I wish to confirm what I told vy r the phe hs asid I 
elevator B, for the exclusive handling of Government grain, a mit m of 2 
million-bushel bin storage space. As stated,this space has been a ited for 
exclusiv2 use and solely for the handling of Government grain at riva 
grain will be permitted to b store 1 or binned in this (a ernt { in spa 

We are also taking steps to have grait nplers empl | ) board of 
trade to take samples of outbound Gove nt erair pni t ing 
bins in our elevator B until such time as we can purchase and install a sufficient 
number of automatic grain sampling machines in our elevator (As soon as these 
samples are taken we will rush same to the official gra s r located in an 
adjacent building and have the grain ¢ in a \ Wi ll hold ) 
delivering the grain to the vessel awaiting a report from the official board of tra 
grain inspector. This, of course, will result in slowi: lown the delivery of 
Government grain from our elevator to vessels berthed thereac, however, I a 
p2rsuaded to believe that this delav to vessels receiving grain at our elevator will 
not be serious enough to be of undue concern to t Commodity Credit Corpora- 
tion or to the vessel operators We feel confident that will be able to continue 
to give these vessels, loading at our elevator, reasonable prompt dispatch under 
foregoing arrangement. 

It is also our intention to run those bins now containing Commodity Credit 


grain, taking samples of such grain as the bins are run to determine the present 
condition and grade of said grai 
As I explained to you over the telephone, I recently made a strong verbal com- 


plaint to the resident Government chief grain inspector about the close Govern- 
ment supervision that has heretofore and is now being imposed upon grain de- 
livered from our elevator to vessels and the lack of the same close Governn ent 


supervision on grain delivered from other gulf port elevators to vessels; that we 
insisted upon this discrimination against our elevator being removed by the 
Government imposing the same close Government supervision over grain delivered 
from these other port elevators to vessels as the Government is now imposing on 
grain delivered from our elevator to vessels. This local Government chief inspec- 
tor admitted that we had a just cause to complain of discrimination against our 
elevator ‘‘B’’ and he told me that he intended to report my complaint to Mr. 
English at Chicago and Mr. Barr at Washington and to recommend to these 
gentlemen that he be given additional personnel to enable him to establish and 
impose the same close Government supervision over grain delivered from these 
other competing elevators to onboard vessels as he is now imposing on grain 
delivered from our elevator ‘‘B’’ to onboard vessels. 











406 IMPORTATION OF FEED WHEAT 


We are somewhat puzzled as to just how you expect to load out Commodity 
Credit Corporation grain at grades below No. 2. Whether you intend to have 
these lower grades mixed in our elevator before loading out same or whether it is 
your intention to load these lower grades out as they are graded on the inbound 


delivery into our elevator Suggest that you give this some thought and le us 
hear from you at your earliest convenience 

Assuring you of our sincere desire to cooperate and work with you and your 
organization in an effort to remove future causes of complaint from those parties 
who bi export grain from the Commodity Credit Corporation, which will be 
delivered onboard vessels from our elevator “‘B,’” and with kindest personal 
regara ( to remain, 


Yours very truly, 
Ek. H. THornton, 
Vice Chairman and General Vanage r 


[Western 1 tel 
SEPTEMBER 27, 1949 
W. F. WEATHERLY, 
Superinte ndent, Elevator B, Galveston Wharve S, 
Galve ton, Tex 


Beginning with exports of CCC grain against October shipping program, you 
authorized and instructed to load only No. 2 or better straight grades CCC export 
grain except as authorized at time of booking and then only of the kind, class and 
subclass of authorized or better grades All CCC grain of lower than authorized 
grades which is loaded to vessels must be removed from vessel at no expense to 
CCK Neither will CCC assume any charges incident to the unloading, including 
Ship dela 


Leroy K. Smiru, 
dD rector, Grain Branch, Washington, oe 9 

Mr. THorntron. I have additional copiegand can furnish additional 
copies. 

Senator ELLENDER. I notice you started in 1949, as you stated. 

Mr. THornton. Yes. 

Mr. Guinane. Do you recall a sale of wheat to Bunge Corp. in 
March 1953, 50,000 bushels of wheat? 

Mr. THornton. Yes, sir. 

Mr. Guinane. Did you handle that sale? 

Mr. THornton. For account of the Galveston Wharves, yes 

Mr. Guinane. How did that sale come about, who contacted you 
with reference to selling that wheat? 

Mr. THornron. Bunge Corp. of New York owed us some wheat 
they had borrowed from stocks, and they had to put up bank escrow 
to coverit. And they wanted to know if we had any wheat we could 
sell them. I told them I thought perhaps we could sell 50,000 bushels 
that we had checked over. And we made the sale. And on account 
of the Galveston Wharves. And the sale price I think at that time 
was $2.50 a bushel, and they sent a check payable to the Galveston 
Wharves to my office for $125,000, and I have here a duplicate of the 
bank deposit slip showing this check was deposited on March 13, 1953, 
and somebody said this morning the Bunge check was dated March 12, 
1953. It is deposited in the W. L. Moody Bank, Galveston, to the 
credit of the Galveston Wharves. We carry our bank account with 
that bank. 

Mr. Guinane. What kind of wheat was it you sold them? 

Mr. THornton. I sold them No. 1. 

Mr. Gurnane. No. 1 Hard wheat? 

Mr. THorntTon. Yes, sir. 

Mr. GuiInang. How was it you sold them No. 1 Hard wheat for 
$2.50, 2 cents under the present price of Sample grade? 
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Mr. THornton. | heard that statement this morning. I better 
go back. They owe me some money, I] wasn’t so posted on the 
price of wheat in Galveston at that time. You can charge that error 
to me. 

Mr. Gutnane. How did you transfer that wheat to them? 

Mr. THornton. Made a transfer of stores. 

Mr. Guinane. On your books? 

Mr. THornton. Yes. 

Mr. Guinane. You actually transferred that? 

Mr. THornton. We transferred 50,000 bushels of Hard wheat to 
Bunge’s account. 

Mr. Guinane. What was the price at that time? 

Mr. Tuornton. I thought it was $2.50 a bushel at Galveston, but 
I was quite surprised this morning. They probably owe me 9 cents 
a bushel. It is $2.59. 

Mr. Guinane. How was this that Bunge was getting that wheat 
from you? 

Mr. THornron. As I told you, Bunge was short of hard winter 
wheat in our elevator, and there was a ship coming up to load, and 
they needed wheat to meet that ship loading and wanted to know if 
we had some wheat we could sell them. And that is what brought 
about the sale. 

Mr. Guinane. Just a routine sale? 

Mr. THORNTON. Well, we don’t chec k over too often. We check 
over once ina while. Grain increases in weight by reason of moisture. 

Mr. Guinane. To what extent do you buy wheat? 

Mr. THornton. We don’t buy it. It’s wheat we check over in 
the elevator. Every elevator checks over in a Vi ar’s time. Every 
port elevator in particular. There is an increase in weight given to 
the grain by the moisture on the gulf coast; 1 suppose on any coast. 
How much that grain will increase, no one knows; you don’t know 
until you weigh up your elevator. 

Mr. Guinane. Well 

The CuarrMANn. Have you ever been short? 

Mr. THornton. We haven’t been short in the last 3 years. 

Senator E._uenper. This 50,000 bushels was accumulated over 
what period of time? 

Mr. THornton. Probably over a year’s time 

Senator ELLENDER. That is profit in addition then to the charge 
you make them? 

Mr. THornton. Well, yes, that is. And Senator, I think you will 
find at New Orleans they advertise their overages for sale; they 
used to. 

Senator ELLENpDER. I am not complaining about it; I just want to 
find out. 

Mr. THornton. That is generally how it occurs. You will find in 
the grain trade every elevator will check over, and the port elevators 
will check over in greater amounts in proportion to the volume of 
grain they handle than an interior elevator. 

Senator ELLENpDER. Is that because of the absorption of moisture 
in the South more than you have in the North? 

Mr. THornton. I can only speak for Galveston. When you see a 
foggy day here, we have all our elevator windows open. 

The CHatrmMan. That is a further attempt for you to do business 
on your own? 








408 IMPORTATION OF FEED WHEAT 


Mr. Tuornvton. I told you operating a port elevator is a rough 
yame. 

Senator ELLENDER. You get it any way you can? 

Mr. THornton. You have to. 

Mr. Gurnangs. Do you know the value of the overage wheat you 
have sold in the last 3 years? 

Mr. THornton. | couldn’t tell you offhand, but we have sold con- 
siderable, because we handled a tremendous volume of wheat the last 
6 vears. Just how much, I couldn’t tell you, offhand. 

Mr. Gurinane. Do you think it would be terribly wrong if your 
records showed that you had sold $1,750,000 worth of that type of 
wheat in the last 3 vears? 

Mr. THornton. I’d say that was pretty high. I’d say over a 
million dollars worth in the last 5 years. 

Mr. Guinane. Now, a great deal of benefit to the elevator comes 
out of wheat stored in there by Commodity Credit Corporation, 
doesen’t it? 

Mr. THornron. Well, when Commodity Credit Corporation was 
doing business with us. They haven’t done business with us in over 
a vear 

Mr. Guinane. Did you have considerable trouble with Commodity 
Credit on overages? 
Mr. THornton. Not on delivery to ships. Now, if you are talking 
about a lawsuit the Commodity Credit Corporation filed against the 
railroads and ourselves for short weight on car grain as unloaded and 
weighed at our elevator, we settled a claim I didn’t want to settle, 
because the railroad man was on our board at that time. I wanted 
to go to court and try it out on its merits, because our elevator scales 
are inspected by the State of Texas regularly. 

Mr. Guinang. Did Galveston Wharves or Elevator B or you or any 
of its employees pay any money to any Federal inspectors during the 
past 2 or 3 vears? 

Mr. TuHornton. No, not that I know. 

Mr. Guinane. Federal grain inspectors? 

Mr. THornton. Not that I know. 

Mr. Guinane. Or inspectors licensed by the Federal Government? 

Mr. Tuornton. Not that I know of. 

The CHarrMAN. Would it be possible to determine what percent 
increase that you had on the grain you handled due to moisture absorp- 
tion and due to the fact you were so generous about opening the 
windows on a foggy day? 

Mr. Tuornton. I couldn’t answer that question, Senator. I 
don’t know whether anyone can answer. 

The CHarrRMAN. We can ascertain how much grain you handled in 
the past 3 vears as a total, then we can total the overrun in your eleva- 
tor and in that manner we can determine what percent your grain had 
absorbed moisture, because your overage you admit should be mois- 


ture. 
Mr. THornton. I'd say substantially that is correct. 
The CuHarRMAN. Yes, sir. And that can be determined, and we 


can check that against similar records that may be maintained in 
other ports, and in that manner we can come up with a general idea 
whether the situation is different here from other ports. 

Mr. THornton. Some of this overage, say, milo maize, may start 
out, the elevator may work that out in foreign program, legitimately. 
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The CHartrRMAN. There are so many markoffs here, I don’t know 
what is legitimate and what is fraud on the public. 

Mr. THornton. No, it’s not fraud; you get your elevator in good 
shape where you have all good grain in the house, and you can work 
off foreign material under the Grain Standards Act 

The CHarRMAN. You mean your elevator always had good grain in 
the house? 

Mr. THornton. No, I don’t say that 

The CHatrRMAN. But you do believe you were able to work off 
some of this foreign material so you were able to credit yourself with 
considerable overage? 

Mr. THornton. Wheat, we work off an overage on milo maize, 
on a wheat program; then we check over on wheat, not milo maize. 

Senator Youna. Doesn’t that appear as dockage? 

Mr. THornton. We eall it foreign material. You are allowed a 
certain amount of foreign material. 

Mr. BacuMANN. If it’s under 1 percent it is not assessable. 

Mr. THorntron. That is dockage. 

Mr. BacuMann. The dockage is assessable at 1, 2, 3, and 4 

Mr. THornton. That is allowed under the Grain Standards Act 

Senator Youne. You have a different standard entirely than the 
standard that is placed by the farmer when he sells his grain. 

Mr. THornton. We don’t have any different standards than the 
grain we receive by ear. It is pretty well plugged ; we had a whole 
car of milo maize that was plugged on us, on the bottom. The 
inspector got his sample from the top. Apparently he didn’t get to 
the bottom, and graded it No. 2; we got it in the house, and it stayed 
there 10 days, and saw it delivered above ship and because of foreign 
material and other classes 

The CHArRMAN. Who were the inspectors that inspected the incom- 
ing car? 

Mr. TuHornton. Board of trade inspectors. I wouldn’t say the 
inspector didn’t correctly inspect the sample, but he didn’t get the 
right sample. 

The CuarrMan. You know that is usually checked pretty carefully 
by grain inspectors in the various States in the Union, and there are 
penalties that would be imposed if they found a car plugged in that 
manner. 

Mr. THornton. We get them quite often. We had 200 cars. 

The CHarrMANn. That were so plugged? 

Mr. THornToN. Yes, sir; this spring. 

The CHatrRMAN. Coming from where? 

Mr. Tuornton. From Oklahoma, an elevator in Oklahoma. 

The CHAIRMAN. Was it plugged with sand or what? 

Mr. THornton. It was plugged with trash and low grade grain 
and milo maize on top. And the sampler didn’t get a true sample of 
the cars. 

The CHarrMAN. The sampler is supposed to go to the floor of that 
car. 

Mr. THornton. You covered it—he is supposed to. 

The CuHarrMAN. He does if he is sampling grain right, under proper 
supervision. I don’t know what your board of trade here in Galveston 
does, but I know what we do in States where they come under the 
supervision of States; they go to the floor of the car, and if a car is 
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loaded too deep so they can’t reach the floor, there is a penalty charged 
in that respect. 

Senator Youna. A penalty applied against the whole cargo weight. 

Mr. THornton. There were 200 cars. 

Senator Youna. Didn’t your board of trade impose a penalty for 
the plugging? 

Mr. THornton. No, sir. The board of trade inspector knocked it 
down to 3 when he loaded the ship because we had it as 2. We stopped 
unloading and had to screen the balance of that milo maize in order to 
upgrade it in order to get the foreign material and the 

The CuarrMAN. What did you lose on your overage on that trans- 
action? 

Mr. THorNtTON. We lost. 

The CHarRMAN. How much? 

Mr. THorntron. I don’t know. But we came out on shrinkage. 

he CuarrMan. | don’t know how you run that business. You 
don’t know some things, and you know other things so clearly; you 
know your overages, but not your shortages. 

Mr. THornton. You don’t know your overages or shortages until 
you weigh the house, Senator. 

The CHArrMAN. You claim you had 200 cars that came down 
plugged, and you didn’t try to ascertain what loss you sustained in 
that 200 carloads. 

Mr. TsHornron. Well, we weighed it in and weighed it out, and 
the screening process, we made the owner of the grain stand the loss 
of the shrinkage. 

Senator Youna. What action do you take against the shipper on 
these plugged cars? 

Mr. THornron. I didn’t know you could do that; I thought if 
they didn’t catch it there it was too bad for the port elevator. 

Senator Youna. Like Senator Thye, I can’t understand your 
testimony. You seem to know some things very good. 

Mr. TuHornton. | didn’t know we could prosecute someone for 
plugging a car. 

Senator Youna. I would think that would be one of the first 
things you would learn in the elevator business. 

The CuarrMan. Let’s take a recess for 6 or 7 minutes. 

Short recess. 

The CuarrMan. May we come to order, please, and we will proceed 
with the questioning. 

Mr. Guinane, do you have some questions you desire to ask? 

Mr. TuHornron. Before he starts, Senator, I don’t want you to 
think we condone these practices. I would very much like to see 
them corrected all the way around so everyone is on a fair competi- 
tive basis. Don’t get the idea I personally condone these practices. 

Senator Youna. I am glad you made the statement, because I got 
the impression as long as the rest of them did it, it was-all right for 
you to do it. 

Mr. THornton. I have to do it to stay in the elevator business. I 
think if it is put on a competitive basis, we can give service. 

Senator Youne. You can protect yourself on these inbound ship- 
ments if you would prosecute these fellows who are dumping this 
plugged wheat on you. 
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Mr. THORNTON. Plugged erain, we get cars of wheat in here that’s 
got Northern Spring wheat, we even get trucks—we turned down 1 


truckload that happened to be 50 pereent Northern Spring. We 
refused to unload it. The port elevatol operator now is afraid to 
handle it; he doesn’t want to handle it, even if it’s lecitimate, because 
we are accused of handling Canadian wheat. You wouldn’t want 


that to happen. 

Senator Young. What is the penalty here for ] 
of wheat? . 

Mr. THornron. I’d have to plead ignorance. Our attorneys have 
never advised me we had any recourse against an interior elevator who 
would plug it and send it in. 

Senator Youna. That seems strange to me. bi ise every farmer 
and grain dealer in my own country knows the penalty. It is a 
rather severe one. . 

Senator ELLENDER. Mr. Thornton, do you know William Fellrath? 

Mr. THornron. Yes, sir. 

Senator ELLENDER. Was he connected with your outfit? 

Mr. THornron. No, sir. 

Senator ELLENDER. Where is he employed? 

Mr. THornron. Houston Public Elevator. 

Senator ELLENDER. How about Mr. Winters? 

Mr. Tuornron. I knew him very well. 

Senator ELLENDER. With what group is he connected 

Mr. THornton. New Orleans Public Elevator 

Senator ELLENpER. Are there any inspectors connected with your 
outfit who were accused of taking money, accepting bribes? 

Mr. Tuorntron. Not that I know of. 

Senator ELtenpER. And this fellow, Fellrath, was a competitor of 
yours, was he not? 

Mr. Tuornron. Yes, sir. 

Senator ELLENDER. At the Houston port? 

Mr. THornton. Yes, sir; very strong. 

Senator Youna. Do you think it’s possible one of your employees 
has accepted a bribe? 

Mr. TxHornton. Not to my knoeledge. They can’t make me 
believe any of my employees accepted a bribe. If 1 found it out, 
they’d be let out. As far as I am concerned, | am sure they didn’t. 

Senator Youne. Whether they were sick or not? 

Mr. THorntron. Don’t cast any reflections. He is a nice fellow. 
He is really sick. 

Senator Youne. Who are you referring to? 

Mr. THornton. You said if he was sick or not. Mr. Sweeney is 
really a sick man. He has had to have shock treatments 

Senator Younac. I don’t want to imply he isn’t sick. I don’t 
know anything about his condition. I didn’t have particular reference 
to him. But since you raised the question, if testimony here devel- 
oped the fact that he had received a bribe, what would you do then? 

Mr. THornton. Well, we'd have to relieve him of his duties, that’s 
all. I hope I don’t find it. I don’t think he did, and I am positive 
he didn’t. 

Mr. GUINANE. Mr. Thornton, would you be willing to give the 
special agents of the Department of Agriculture a list showing the 


lueeine a carload 
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overages that you have been speaking of, showing the names of the 
persons to whom sales were made, and the amounts? 

Mr. THornton. Well, it will take quite a job to dig those out of the 
records for the past 6 years. 

Mr. Gurinane. Would you make the records available for the agents 
to dig that out, themselves? 

Mr. THornron. Well, they perhaps could. We will turn our 
records over to them if they’d like to come down and check them. 

Mr. GuInaNe. You would? 

Mr. THornron. Yes, sir. 

Mr. Guinane. Thank you. That is all I have. 

The CHarrmMan. Then, those records should be checked, and on 
other houses you should check and ascertain that same information 
at other houses, and what percent of moisture grain can absorb and 
bring about an average. That is the only way we can get an accurate 
determination of how much this moisture was that was credited to 
your holdings, and what was actually overrun on the grain itself. 

Mr. Wiuutams. May I offer a suggestion, that that study also in- 
quire into the volume of the grain that went through the elevator for 
that period to show the percentage of the overage. 

The CHArrMAN. That would be only common sense in connection 
with the question; only a schoolboy would think anything else. You 
wouldn’t figure some overage here and the same figure over here where 
they only handled a few thousand bushels. 

Mr. WiuuraMs. I have been confronted with that problem in liti- 
gation where they look just to the overage and not the volume of the 
grain. I want to ask that not occur here. 

The CuarrMan. Are you through with Mr. Thornton? 

Mr. GuInane. Yes. 

Mr. Tuornton. Before I leave, I want to say this, Senators. It 
seems some question was raised about the lack of cooperation of the 
grain trade. Why didn’t the Government, when they knew this was 
Canadian wheat and supposed to be graded unfit for human consump- 
tion when it came into this country, why didn’t the Government at 
that time notify all of the various Federal inspection districts, includ- 
ing the one at Galveston, the one at New Orleans, and also notify the 
various port elevators so they could be on the lookout for this grain 
and if it showed up, then the elevator operator simply wouldn’t unload 
it? 

Senator Youna. I think you are right. I think they should have. 

Mr. THornton. I don’t think we should be accused of lack of 
cooperation there. We would like to have had advance notice. 

The CuHarrMan. Mr. Perich. 


TESTIMONY OF STEPHEN P. PERICH, VICE PRESIDENT, STONE 
FORWARDING CO., GALVESTON, TEX. 


(The witness was sworn by the chairman.) 

Mr. Guinane. Will you please give your full name and your position 
to the reporter. 

Mr. Pericnu. S. P. Perich, vice president of the Stone Forwarding 
Co. 

Mr. Gurnane. Is that Stephen P. Perich? 

Mr. Prericu. That’s right. 
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Mr. GuINANE. Vice president of Stone Forwarding Co. of Gal- 
veston? 

Mr. Pericn. Galveston and Houston. 

Mr. Gurnane. And Houston? 

Mr. Pericu. Yes, sir. 

Mr. Guinane. Are you familiar with payments paid to the elevator 
at Houston, Tex., by Stone Forwarding Co.? 

Mr. Pericu. Stone Forwarding Co. didn’t make any payments to 
any elevator in Houston, Tex. 

Mr. Gurinane. It did not? 

Mr. Pericn. No, sir. 

Mr. Guinane. Did Stone Forwarding Co. make any payments to 
any employees at the elevator in Houston, Tex.? 

Mr. Pericnu. Stone Forwarding Co., like everybody else in business 
down here, have at Christmas time given out some little presents here 
and there. It is just customary, like going to a restaurant and tipping 
a waiter. 

Mr. Guinang. You have the amounts you paid to Mr. Fellrath? 

Mr. Pericn. At Houston 

Mr. Guinane. At Houston and others. 

Mr. Pericnu. I don’t have the amounts, but it has been recorded 

Mr. Guinane. Has Stone Forwarding Co. paid money to em- 
ployees of the elevator at Galveston? 

Mr. Pericn. No, sir. 

Mr. Guinane. You have not? 

Mr. Pertcu. No, sir. 

Mr. Guinane. Have you paid any money on behalf of Stone For- 
warding or personally on your own behalf? 

Mr. Pericn. I haven’t paid anything on behalf of myself person- 
ally. We have given little gifts at Christmas time, and we might 
have given an amount slightly greater than Christmas gifts, and if it 
is greater, we have recorded them in our reports. 

Mr. Guinane. Were you in charge of Stone Forwarding at Houston 
as well as Galveston in 1948? 

Mr. Pericu. In a general way; I am an officer of the company; we 
have a manager that runs the Houston office. I go up there once a 
week and supervise it. 

Mr. Gurnane. Do you have any knowledge that $1,000 was paid in 
1948 to Mr. Fellrath, superintendent of the elevator? 

Mr. Pericu. If it was, it was around Christmas time and was a 
Christmas gift to Mr. Fellrath. 

Mr. Guinang. What did you expect to gain from giving Christmas 
gifts? 

Mr. Pericu. We are in business here. We operate a business of 
good will, have nothing to sell, just personal service and good will, 
and we need the cooperation of everybody up there in the proper con- 
duct of our business. 

Mr. GuinaNe. You are familiar with the fact that in 1949 you paid 
Mr. Fellrath $2,300? 

Senator Youna. How big a contribution do you think you can make 
at Christmas time without implying buying or expecting some special 
favors afterward? 

Mr. Pericnu. Well, Senator, you take in Houston, we have a com- 
paratively green staff up there, and if somebody cooperates with us 
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and enables us to get business and hold the business we have, and we 
do a volume of business, naturally we want to take care of the people 
that help us out. 

Senator YounG. You think a thousand dollars is a proper gift? 

Mr. Pericu. I think so. 

Senator Youna. Is $10,000 a proper gift? 

Mr. Pertcu. It all depends on how much help you get out of them. 

Senator Youne. What kind of help? 

Mr. Pertcu. Good will and to say we are all right. 

Senator Youna. You think $10,000 would be a proper gift? 

Mr. Pertcu. I wouldn’t say it would be too much if you did a 
sufficient business. 

Senator Younc. A hundred thousand dollars? 

Mr. Prricu. Well, you are getting ’way beyond us. 

Senator Youna. I am trying to find out if there is any limit in 
these gifts. 

Mr. Pericu. I would say $20,000 is in excess. 

Senator Younec. You think any kind of gift is a proper thing? 

Mr. Pertcu. Within a reasonable amount. 

Senator Younac. You think it would be well for all business to be 
done that way? 

Mr. Pertcn. I don’t know. This business here is a personal service 
business. 

Senator ELLENDER. What service does he perform for you, get busi- 
ness for you? 

Mr. Pericu. To the extent he recommended us, worked along with 
us and cooperated with our staff. 

Senator ELLENDER. Recommended you to whom? 

Mr. Pertcu. To the people who might be seeking grain handling 
facilities at the port. 

Senator ELLENDER. What kind of business does he transact for you 
in the crading? 

Mr. Pertcu. Oh, none whatever. 

Senator ELLENDER. What did Fellrath do? 

Mr. Peritcu. He ran the elevator up there. 

Senator ELttenpErR. Did he do some of this mixing of low grades 
with high grades? 

Mr. Pericn. Not for us. 

Senator ELLENDER. Well, you heard of the amounts paid to him a 
while ago? 

Mr. Pertcu. Yes, sir. That was paid by Transit Grain Co., not 
by us. They are getting us confused in the Christmas gift with the 
movement of certain wheat up there. 

Senator ELLenNDER. Can you tell us how much money you have 
given by way of these Christmas gifts? 

Mr. Prricu. I can look at my record and see. 

Senator ELLenper. I think there is a little record here that might 
be called out. 

Mr. Gurnane. You are familiar with the fact $1,000 was paid in 
1949, aren’t you? 

Mr. Pericn. In a general way. 

The CuatrMan. To whom? 

Mr. Guinane. To William Fellrath. 

Mr. Pericu. Yes. 


— 
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Mr. Gurnane. And in 1950, $4,000 was paid to William Fellrath? 

Mr. Prericu. Possibly. 

Mr. Guinane. And in 1951, $4,800? 

Mr. Pericn. That’s right. 

Mr. Gurnane. And in 1952, that $5,000 was paid to Fellrath? 

Mr. Pericu. Possibly. 

Mr. Gurnane. How is it that your C hristmas presents seem to in- 
crease year by year, and how is it that your C hristmas presents in- 
creased during 1950, 1951, and 1952 whe n all this Canadian wheat 
was coming into the United States? 

Mr. Prericu. Our increase was due to the fact we did more business. 
When we did more business, we 

Mr. GuInaNeE. You gave them a bigger Christmas present? 

Mr. Pericu. That’s right. 

Mr. Gurnane. A total of $15,299 was paid to William Fellrath by 
your company in the years 1948 to 1952, inclusive, as Christmas 
presents only. 

Mr. Pericn. Yes, sit 

Mr. Gurinane. And it wasn’t because he was doing anything for 
Transit Grain, which company was recently indicted in Houston? 
Your company handled all the grain for them? 

Mr. Prericu. Not only them. We handle it all. 

Mr. Guinane. You have a monopoly? 

Mr. Pericu. It is open; you can get business if you go after it. 

Mr. Guinane. Do you hi ave any competitors in Houston? 

Mr. Pericnu. Yes, 2 or 

Mr. GuInane. You bandied all the grain that the Transit Grain 
Co. put into the Houston public elevator, didn’t you? 

Mr. Pericnu. As far as I know, we did. 

Mr. GuinaNne. And in addition to Transit Grain paying approxi- 
mately $150,000, you also found it necessary to give Mr. Fellrath, 
superintendent of the Houston elevator, a total of $15,299 in a few 
years? 

Mr. Pericn. We handled all business up there; we didn’t single 
out on them. 

Mr. Gu1nane. Is your business legitimate that you have to give 
such amounts? 

Mr. Pericu. Yes. 

Mr. Guinane. How about Galveston, did you pay any employees? 

Mr. Prericu. Not except we might have given them a C hristmas 
present. 

Mr. Gurnane. Who to? 

Mr. Pericu. I would have to look it up. 

Mr. GuInane. I want to ask you specifically now 

Mr. Pericu. I will look it up in the record and let you know in the 
morning. 

Mr. Guinane. If you gave Christmas presents last Christmas to 
elevator employees of elevator B, you would recall it wouldn’t you? 

Mr. Pericnu. I don’t. 

Mr. Guinane. How much did you pay employees of elevator B 
last Christmas as Christmas presents? 

Mr. Pericn. I don’t remember paying them anything. 

Mr. GuInane. You do not? 

Mr. Pericnu. No, sir. 
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The CuHarrMan. But you remember distinctly paying Fellrath? 

Mr. Pericu. Yes, sir. 

The CuarrMan. How can you distinguish? 

Mr. Pertcu. We had a new crew in Houston, and we were trying 
to break them in on that grain business and hold it. 

The CHarrman. And so, for that reason you had to rely on Mr. 
Fellrath, is that the answer? 

Mr. Pertcu. We had to to a certain extent, yes, sir. 

The CuarrmMan. Why did you recruit this new crew? 

Mr. Pericu. We had new men; the grain business started up in 
volume the last few years; we have been in business 35 years. 

The CHarrMan. But it is the first—you commenced operating in 
Houston? 

Mr. Pertcu. We have been paying Christmas gifts in Houston for 
years. 

The CuarrMan. How did your volume of business increase in 
Houston within a matter of a few months so you had to recruit an 
entire new crew? 

Mr. Pericu. We didn’t recruit an entirely new crew. 

The CHarrMan. You said you had all new men up there, so you 
had to pay Mr. Fellrath a Christmas present because of the services 
he rendered; and one reason you had to rely on Fellrath was because 
you had a new crew up there. That is what vour testimony was. 

Mr. Pertcu. We had some new men up there. 

The CHarrMan. Couldn’t you have relied on the older men in 
your crew to assist in teaching your new men what to do without 
going out and paying such generous bonuses to a Mr. Fellrath? 

Mr. Pericu. Repeat that again, sir. 

The CuHarrMan. I don’t have to repeat that, sir. I just call it to 
your personal attention, your own testimony. You said you had to 
pay Fellrath because Mr. Fellrath was rendering you a service. 

Mr. Pertcu. Senator, we didn’t have to pay him anything. 

The CuarrMan. But you saw fit and you thought it was a very 
good business investment to give him this Christmas present not | 
year, but 5 different years, and you constantly increased the amount. 

Now, the question that occurs to me is: How did it happen that 
your business became so important and increased so much that you 
had to increase the staff up there to such an extent that you had all 
new men or raw recruits, and that you had to depend on Fellrath to 
assist in getting your business because you had new people up there? 
That was your own testimony, that you had to rely on Fellrath 
because you had new people. 

Mr. Pertcu. We had to rely on him to a certain extent. We had 
new men up there and he helped us out. 

The CHarrMan. What percent of the crew was new? 

Mr. Pericu. Fifty percent. 

The CHarrmMan. And why did you have to have 50-percent new 
crew? 

Mr. Prericn. There is a big turnover in Houston; we have to get 
new men. We can’t keep employees there like you can here. We are 
subject to oil-well refineries who work 5 days a week; we work 6 days 
a week. 
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The CuatrMan. How many people do you employ? 

Mr. Prricu. Twenty people. 

The Cuarrman. And you have a turnover that is such that you 
have to have Mr. Fellrath assist you in training that personnel? 

Mr. Pericu. To a certain extent; yes, sir. 

The CHarrMANn. How many new people have you hired this year? 

Mr. Pericu. I don’t know, offhand, six or eight. 

The CuarrMan. And did you add any to your staff, or was that to 
fill positions that became vacant? 

Mr. Pericu. I think we had 1 or 2 more. 

The CHarrMAN. Did you pay any of your regular employees 
Christmas bonuses? 

Mr. Pericu. Yes, sir. 

The Cuarrman. Did you pay any of your regular old-time employees 
Christmas bonuses comparable to what you paid Fellrath? 

Mr. Pericu. Senator, our business, Colonel Stone returned from 
war right after World War II, and we set up a new establishment. 
Our entire personnel are on a participating basis. We are on a very 
nominal drawing account salary, and what we make is split up among 
the personnel. In other words, if we do business, they get com- 
pensated, and if we don’t they don’t. 

The CuarrMan. But Fellrath is not on such a basis? 

Mr. Prricu. No. 

The CHarrRMAN. But you could furnish for the record the exact 
amount of Christmas bonuses that you paid to your regular employees? 

Mr. Pericn. Yes, sir; that’s right. 

The CHarrMAN. Have you such information now? 

Mr. Pericu. Yes. 

The Cuarrman. You mean of the regular employees? 

Mr. Pericu. Regular employees of the Stone Forwarding Co. I am 
talking about. 

Mr. Guinane. We do not have that. 

The CuarrMan. All right. 

Then, you will furnish for the record, because I think it is very 
important that we know what your turnover is, the number of em- 
ployees, what the number of employees are, because you have said 
the reason you had to give Mr. Fellrath this Christmas bonus was to 
compensate him for the services that he was rendering to you because 
you had so many new people on your staff. 

Mr. Pericn. Yes, sir. 

The CuarrMAN. That was your testimony. 

(The information referred to above is as follows:) 
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The Cuatrrman. You may proceed. 

Senator ELLENpDER. Tell us again, what kind of services did he per- 
form for you, get you more customers? 

Mr. Pericu. More than anyone. If a grain shipper calls there, 
Mr. Fellrath says, ‘‘the proper people to do business with is the Stone 
Forwarding Co.” 

Senator ELLENDER. I notice Mr. Fellrath got it from several com- 
panies. He must have been doing business with quite a few of you. 

Mr. Pericn. I don’t know about that. 

Senator ELLENDER. Didn’t he perform some other services than 
merely getting you some business? 

Mr. Pericu. No. 

Senator ELLENpDER. You are sure of that? 

Mr. Pericn. Yes, sir. 

Mr. Guinane. Mr. Perich, how much was paid, I will ask again, to 
employees of the Galveston Wharves? 

Mr. Pericu. I don’t recall what was paid; I’d have to look it up. 

Mr. Guinane. Why didn’t you bring that information with you? 

Mr. Pericu. I can get it in the morning. 

Mr. Guinane. Why didn’t you bring it in answer to the subpena 
served on you? 

Mr. Pericn. That subpena was to furnish the records of all receipts 
and disbursements received from Bunge Corp., which I have here. 

Mr. Guinane. And all financial records covering any moneys 
received by Bunge Corp. or its officers or agents, and any money s paid 
on behalf of Stone Forwarding Co. or for or on behalf of Bunge Chee. 
in connection with the receipt, handling, transportation, storage, or 
shipping of wheat stored or owned by Bunge Corp. Why don’t you 
have it here? 

Mr. Pertcu. I have it here. 

Mr. GUINANE. How much was paid to Galveston Wharves em- 
ployees? 

Mr. Prricn. Nothing for Bunge Corp. 

Mr. Gurnane. You handled the Canadian wheat that came in 
here for the elevator for Bunge? 

Mr. Pericx. I handled,some Dark Northern Spring; I didn’t 
know it was Canadian. 

Mr. Guinane. And you handled all of Bunge’s business? 

Mr. Pericu. Yes. 

Mr. Guinane. And how much did you pay or how much did Stone 
Forwarding Co. pay to the elevator employees of Galveston? 

Mr. Perica. We paid nothing in connection with this Dark 
Northern Spring wheat 

Mr. GuInane. I am asking you— 

Mr. Pericu. I told you I’d look it up and let you know in the 
morning. 

Mr. Guinane. That is what I asked now, why didn’t you bring it 
today? 

Mr. Pericu. My records are what you asked for. 

Mr. Gurnane. Not—no, the subpena reads as I read it, to bring 
financial records to cover any money received from Bunge Corp. and 
any moneys paid on behalf of Stone Forwarding Co. for or on behalf 
of Bunge Corp. in connection with the handling of wheat. 

Mr. Pericu. I have it right here. 
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Mr. Guinane. Now, you have all those records? 

Mr. Pericu. Yes, sir. 

Mr. Guinane. And you didn’t pay any money, Stone Forwarding 
Co. of Galveston didn’t pay any money to employees of Galveston 
Wharves? 

Mr. Pericu. For Bunge Corp.; no. 

Mr. Gurnane. All right. For Stone Forwarding Co.? 

Mr. Prricu. I don’t know; I’d have to look it up. 

Mr. GurinaNnge. You don’t know that? 

Mr. Pericu. As Mr. Thornton said, we added to the pool, buy a 
little whisky and we bought cigars, like that, for different people, like 
everybody else did. 

Mr. Gurnane. Do you deny you paid at least $120,000 to em- 
plovees of Galvesten Wharves? 

Mr. Pericnu. Yes, sir. 

Mr. Guinane. Do you deny you paid $5,500 to employees of 
Galveston Wharves? 

Mr. Pericu. I deny that, over any period. I don’t have to look 
my record up. 

Mr. Guinane. In 1950 did you pay $1,000 to any employee of 
Galveston Wharves? 

Mr. Pericu. I can let you know when I look my record up. 

Mr. Gurnane. In 1951, did you pay $2,000 to any employee of the 
Galveston Wharves? 

Mr. Pericu. I can verify that. 

Mr. Gurnane. In 1952, did you? 

Mr. Pericnu. I can look it up. 

Mr. Guinane. Senator, I think we should excuse this witness and 
let him look this up now. 

The CuartrMan. There cannot be any reason why a man’s memory 
doesn’t carry back to 1952, because that is less than a year ago. 

Senator Youna. I think we should order him to get those records 
and report back in an hour. 

The Cuatrman. It’s useless for this committee to ask you these 
questions and you simply say you have to look it up. We might 
save time by having you look it up now. 

Mr. Pericn. All right. I will get it. 

The CHarrMANn. Mr. Parrish. 


TESTIMONY OF JAMES E. PARRISH, CHIEF CLERK, GALVESTON 
WHARVES, GALVESTON, TEX.—Resumed 


The CuHarrMan. You are chief clerk of grain elevator B, Galveston 
Wharves, Galveston, Tex.? 

Mr. ParrisH. Yes, sir. 

The Cuarrman. All right. Proceed. 

Mr. Gurtnane. And that is your present position? 

Mr. Parrisu. Yes. 

Mr. Guinane. What position did you hold in 1950? 

Mr. Parrisu. Well, up to April 1950 I was traffic assistant for 
Galveston Wharves. Since that time, I have held this position. 

Mr. GuinaNne. What are your duties as chief clerk? 

Mr. Parrisu. Primarily, to supervise the writing of records, keep- 
ing track of the car numbers and initials and arrival dates, the out- 
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turn rates and grades, and the amount of stock, writing orders to the 
elevators. 

Mr. Guinane. You were at the elevator when this Sample grade 
Dark Northern Spring wheat came in, were you? 

Mr. Parrisu. I was not at the elevator; I am at the office of the 
Galveston Wharves. 

Mr. GuinaNne. Were you at the uptown office at that time? 

Mr. ParrisH. That’s right. 

Mr. Guinane. Who made the arrangements to store Bunge wheat 
in the elevator? 

Mr. Parrisu. | don’t know for sure. I presume Mr. Sweeney did. 
At least, I recall him telling me that when this stuff first began to 
show up, 200,000 bushels was to come to us. 

Mr. Guinane. And you know that over a million bushels did come 
to you? 

Mr. Parrisu. Yes, that’s right, subsequently, over a million did. 

Mr. GuinaNne. Do you know that any of that wheat was mixed 
with wheat owned by the CCC? 

Mr. Parrisu. No, sir, I don’t know. 

Mr. GuiInaneE. You have no personal knowledge at all? 

Mr. Parris. No, sir. 

Mr. GuinaNne. You were never told that? 

Mr. Parrisn. No. 

Mr. Guinane. What instructions did you receive in any capacity 
with reference to mixing that Canadian wheat? 

Mr. ParrisH. | beg your pardon. I don’t know anything about 
Canadian wheat. The wheat I am referring to is Sample grade 
Dark Northern Spring wheat. 

Mr. Guinane. You didn’t know it was Canadian? 

Mr. Parrisu. No, sir. 

Mr. GurInaNne. It was not frequently talked about it being 
Canadian wheat around the office? 

Mr. ParrisH. The first time I heard this stuff called Canadian 
wheat is when Mr. Cunningham came down and told me it was Ca- 
nadian wheat. 

The CHarrMAN. But you recognized it as wheat that was damaged; 
didn’t you? 

Mr. Parris. I recognized it as sample grade wheat excess total 
damage 15 percent. 

The CuHarrMAN. And did you speculate or did any of the other 
members of the Galveston Wharves make any speculation where all 
this damaged wheat was coming from? 

Mr. Parrisu. No, sir; I did not. 

The CuarrMANn. You didn’t think it unusual either? 

Mr. ParrisH. No, because we had handled amounts of off-grade 
grain many times before. 

The CuarrMan. In such volumes? 

Mr. ParrisH. No, not in such volumes as this subsequently came. 

The CHarrMAN. Damaged in the same manner? 

Mr. ParrisH. Well, we had handled at various times various 
amounts. 

The CHarrMAN. Damaged in which way? There is a difference in 
the damage. 
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Mr. ParrisH. I don’t know what the damage was. All I know 
there was a total damage in excess of 15 percent. 

The CuarrMan. You didn’t hear anybody speculate about it? 

Mr. Parrisn. No, sir. 

The CuHarrMan. It’s funny in your trade and business you don’t 
talk about things like they do in other businesses. 

Mr. Par :RISH. I was in the office. 

The CuarrMan. If a lot of light cattle were coming in the market 
there is speculation where they are coming from and why the heavy 
run. You had no such conversation around the grain business? 

Parrisu. No; because I only come in contact with people on 
the lee al level, and primarily my interest is just to keep track of the 
arrival of the cars, secure the grades, order the cars for the elevator. 

The CHarrMan. You don’t check on the arrival of the cars where 
they are shipped? 

Parrisu. I never pay any particular attention to it. 

The CuarrMaAn. You mean you just take the numbers of the cars, 
and you don’t know where they were shipped in from or anything. 
Where do you get your numbers from? 

Mr. Parrisu. Originally, I am given a list of the cars—— 

The Cuarrman. In other words, you get the shipping instructions 
that follow the car, don’t you? 

Mr. Parrisu. Yes; I get the shipping instructions generally 
advance of these—— 

The CuarrMan. What does the shipping instruction look like? 

Mr. Parrisu. It has the car number, and initial, car origin, and a 
lot of times, the weight. 

The CHAIRMAN. So you wouldn’t have to speculate at all where 
that gr: ain came from, because it is right there before you. 

Mr. Parrisu. You understand those are handled by clerks, and I 
wouldn’t pay any particular attention to them. 

The CHarrMAN. You have no curiosity about it, you are in the 
grain business but have no curiosity whether it came from this point 
or that point or where? 

Mr. Parrisu. No curiosity, no. 

The Cuatrman. How did you happen to get engaged in the grain 
business? 

Mr. Parrisu. I have been in it in various capacities over quite : 
length of time. 

The CuarrmMan. For how many years? 

Mr. Parris. Since 1921; I started as a messenger boy in 1921. 

The CuarrMan. How long have you worked for Galveston Wharves? 

Mr. Parrisu. Since 1921. 

The Cuarrman. And you have stayed right in there. 

Mr. Parrisu. Yes, sir. 

The CHAarRMAN. From a messenger boy on up. 

Mr. Parrisu. Yes, sir. 

The CuarrMAN. Never did your curiosity get the best of you to 
learn what made all this grain come in so damaged? 

Mr. Parrisu. That’s right. 

Senator ELLeNpDER. You are just an employee of the company, 
aren’t you? 

Mr. Parrisu. That’s right, just an employee. I had a job to do 
and did it to the best of my ability. That is all. 
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Mr. Guinane. I want to show you these. I want to have you look 
at them and tell us what they are and what they represent. 

Mr. Parrisu. Well, this is an arbitrary markoff of grain, to adjust 
stocks subsequent to the loading of these vessels. 

Mr. Guinang. What do you mean arbitrary markoff? 

Mr. Parrisu. I mean these things are not primarily designed to 
indicate these amounts of grain went to these particular vessels. 

Mr. Guinane. What are they made up for? 

Mr. ParrisH. To adjust the stocks down to the level that is still in 
the elevator for that account after the loading of these vessels. 

The CuarrMan. In other words, are you trying to tell us that you 
only put down figures in order to try to keep in balance for the eleva- 
tor, the Wharves Co., the grain in your elevator? That these figures 
don’t mean anything as to what goes in the ship? 

Mr. Parrisu. That’s right. I have no knowledge what goes in 
the ship. 

The CuHarrMANn. How did you arrive at those figures? 

Mr. ParrisH. Because at some date subsequent to the loading of 
these vessels, I checked with the elevator and asked them what they 
had left of various types of grain, this, that, and the other thing; 
and they tell me to the best of their ability, and I try to adjust the 
stocks to reflect what is still in the elevator. 

The CHarrMAN. It makes no difference what went in the hold of 
the vessel. That is immaterial. It is what you have in the elevator 
you want to show? 

Mr. ParrisH. Yes, sir. 

The CHarrMAN. You are surely using your brain on the elevator 
stock, but not showing any curiosity as to where the grain came from. 

Mr. Parrisu. Senator, that is the practice followed, to the best of 
my knowledge, for years. 

The CHarrMAN. Those are arbitrary figures picked out to balance 
the stock in the elevator? 

Mr. Parrisu. Yes, sir, after these vessels are loaded. 

Senator Young. They are supposed to indicate what went into the 
cargo? 

Mr. Parrisn. No, sir. It is an adjustment because of the loading. 

Senator ELLENDER. In other words, the documents you have 
before you now, that document doesn’t indicate the kind of wheat 
that went into a particular cargo. It was left over after the ship 
was loaded. 

Mr. ParrisH. This is to reflect the balance after the loading. 

Senator Youna. After you have a carload of No. 1 wheat, wouldn’t 
that make a difference on your sheet? 

Mr. Parrish. Not particularly. I would be trying to reflect what 
was left after loading. 

Senator Youna. If you loaded 250,000 bushels of No. 1, wouldn’t 
you indicate you had 250,000 bushels less of No. 1 wheat? 

The CHarRMAN. Suppose a ship loaded 250,000 bushels of No. 1 
wheat and he showed 50,000 bushels of 3 in his account. 

Mr. Parrisu. I would call the elevator and say, ‘““Do you have any 
3 wheat left?’”? And he would say, ‘‘No,” and so I would mark it off. 

The CHatrMan. You wouldn’t check what went into that vessel? 

Mr. Parrisu. I would have no way of checking. 
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The CuarrmMan. Yet, from every bin in that elevator, you have an 
elevator that is conveying the grain over a scale into a spout, and that 
spout goes down to a general belt, and then all of the grain is con- 
stantly weighed as it goes onto the belt, and then is conveyed into the 
hold in the ship. And you mean to tell me that you asked, that you, 
in the position of chief clerk of the grain department, elevator B, 
Galveston Wharves, Galveston, Tex., would have no knowledge of the 
kind and the weights of grain that came from those various bins in the 
elevator that were going into the vessel? 

Mr. Parrisu. No, sir; I would have no knowledge of that. I am 
up in the office. The elevator is a considerable distance away from me. 

The CHatrMAN. Who would have that now? 

Mr. Parrisu. I don’t know. 

The Cuarrman. And still you are chief clerk? 

Mr. Parrisn. Yes, sir. 

Senator Younae. Nobody knows anything. 

Mr. Guinane. Did you make these out? 

Mr. Parrisn. Yes, sir, I did. 

Mr. Guinane. Who gave you the information? 

Mr. Parriso. No one gave me any information except that | 
checked the elevator as to what stocks were left in the elevator at 
some date. 

Mr. Guinane. With reference to particular ships? 

Mr. Parrisu. Not with reference to any particular ship. I said, 
“How much of this do you have left in the elevator?’ And they 
would tell me so much of No. 1 wheat, 2, or 3. 

Senator Young. Do you think it would be good business for the 
United States Government or Commodity Credit to handle wheat 
through an elevator which knows so little about the business? 

Mr. Parrisu. I don’t know anything about the business of the 
United States Government, Senator, and perhaps this does seem like 
a bad method to you, and 

Senator Young. The Commodity Credit has to account for their 
stocks. I think anyone doing business wants to do business with a 
concern who knows what they are doing; what they have on hand, 
and keeps accurate records and can give a forthright statement what 
they are doing. You don’t seem to know anything about the grain 
business; no one else does. I wouldn’t recommend that the United 
States Government do business with anyone like that. 

Mr. Parrisa. I am sorry you have such a low opinion of my 
business. 

The CuarrMan. Does anyone keep track of the inventory of grain 
in the elevator? 

Mr. Parrisu. We make, from time to time, a grade statement, 
which is to reflect the stocks of different types of grain. 

The CuarrMan. Is that on an arbitrary basis you arrive at that 
figure? 

Mr. Parrisn. These are made to arrive at that. 

The CHarrMaN. From the standpoint of taking a check on the in- 
ventory of the quantity and grade of grain you have in the elevator, 
how do you arrive at that, measure the bins? 

Mr. Parrisn. I don’t. 

The CuarrMan. Does someone do that? 

Mr. Parrisn. I don’t know. 


IMPORTATION OF FEED WHEAT 427 

The Cuarrman. And you have been around that elevator since 
1921, and started as a messenger boy, and you don’t know how they 
operate that elevator? 

Mr. PARRISH. No, I don’t know how they operate inside the 
elevator. 

The Cuarrman. How did you learn enough to become chief clerk 
of your business transactions when you don’t know how they arrive 
at the inventory in bins? 

Mr. Parrisu. I don’t know anything. 

The CuairMaNn. I can understand that. 

Mr. Parrisu. I mean, about the method used in arriving at what 
is in the bins. I understand they take soundings from time to time; 
however, I don’t witness those soundings. 

The CHarrmMan. You mean in the elevator bins? 

Mr. Parris. Yes, sir. 

The CuarrmMan. Did it ever occur to you it would be just as easy 
to take the weights of the grain when it is put in the bin, and check 
the weights as they are taken out of the bin? 

Mr. Parrisy. That is done. 

The CHarrMAN. That is customary? 

Mr. Parrisu. Yes. 

The Cuarrman. Why did you in your elevator do it so completely 
different from others? 

Mr. ParrisH. We do take the weights and they are balanced, and 
any disbursement from the elevator is deducted from that so that the 
reports I make are constantly showing what is actually in the elevator. 

The CHarrmMan. Then, do you have to resort to something like 
this in order to find an arbitrary inventory in your bins? 

Mr. Parris. Well, it has been customary practice over the years, 
so far as I know. 

The CuHarrMAN. It has been customary practice that you weigh 
the grain into the bins and weigh it out of the bins so you know con- 
stantly what you have in the bins; but here you try to make us believe 
or are we to understand you arrive at these figures for no other pur- 
pose except to arrive at an arbitrary inventory of grain in your ele- 
vators? 

Mr. Parris. Yes, sir. 

The CHarrman. And this No. 1 Hard wheat, 39,437, is that bushels 
or is that weight? 

Mr. ParrisH. That’s bushels. 

The CHarrmMan. And then this No. 2 Dark Northern, 34,467. 
Now, that’s bushels too? 

Mr. ParrisH. Yes, sir. 

The CuarrMan. Now, that is just an arbitrary figure? 

Mr. ParrisH. Yes, sir. 

The CuarrMan. In order that you show a balance, somehow balance 
the stock in the elevator? 

Mr. ParrisH. Yes, sir. 

The CHArRMAN. How did you just happen to strike on these figures? 
Take here, how, 4 Hard. You took 2,003. How did you arrive at 
2,003 bushels? Why monkey with that 03? 

Mr. ParrisH. I was guessing; that was a car of hard he received 
and——— 

The CuarrmMan. This is what is going into a vessel? 
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Mr. ParrisH. No. That is to adjust the stocks after the loading 
of the vessel. This is to adjust the stocks. 

The CHarrmMan. How could you have a carload here? 

Mr. Parrisn. That is reduced from stock, what is left in the eleva- 
tor after loading the vessel. 

The Cuarrman. How did you arrive at this exact bushel here? 

Mr. ParrisH. As I said, that was probably one car—— 

The CHarrMaAN. But how did you arrive at this? Most of these 
figures are arbitrary figures you picked up out of the air. 

Mr. Parrisu. It is possible he had that amount. 

The CuarrMan. You see, that is 2,003 bushels, and I just wondered 
why you monkeyed with that 3 when you were picking these arbitrary 
figures there. 

Mr. ParrisuH. I said that account probably had that much in it. 

The Cuarrman. If you were going to be arbitrary, why be so ac- 
curate that on 5 mix you gave 5,607 bushels and 30 pounds? Why 
were you so accurate when you were being arbitrary? 

Mr. Parrisu. Various types of grain ‘left any date I marked off 
everything over and above that shown on the accounts. 

The CuarrMAN. But it was done arbitrarily. You were not check- 
ing the weights of incoming grain that had gone in the bins, nor 
hadn’t checked the scale weights on outgoing grain. 

Mr. Parrisu. No, sir. 

The CHarrMAN. You just started now to arrive at an arbitrary 
inventory figure in your bin. 

Mr. Parrisu. I am not sure I understand your question. 

The Cuarrman. I will repeat it. You are having difficulties here. 
You had an account of the incoming grain that was weighed in and 
put in the bin. 

Mr. Parrisu. Yes, sir. 

The Cuarrman. And when you were taking that same grade out, 
you weighed the grain as you took it out of the bin? 

Mr. Parrisn. | didn’t. 

The CuarrmMan. No; but it is done; that is the customary procedure? 

Mr. Parrisu. As it goes to the ship, that is my understanding. 

The CHAIRMAN. And it’s we ‘ighed when it comes in and is de posited 
in the bin? 

Mr. Parrisu. That is my understanding. 

The CHArRMAN. So you can always strike a balance as to what 
weights you have in the bins any time you want to compile and 
compute those figures. 

Mr. Parrisu. Except I don’t identify it by bins. 

The CHarrMAN. How do you arrive at your inventory? 

Mr. Parrisu. At the total amount of any grade. 

The CuHarrMAN. How do you arrive at the inventory by grades if 
you don’t pay any attention to bins? 

Mr. Parrisu. I don’t know what is in the bins. 

The CHarrMAN. Nevertheless, you keep track of the grades and 
you may have a dozen bins with that same grade. 

Mr. Par tRISH. Yes, sir. 

The CuHarrMan. In order that I may know how your mind works, 
how and why were you so accurate that when you got to figuring 
here with grain and your figures here of 153,969 bushels, why did 
you bother with 50 pounds? Why didn’t you just take a round figure 
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when you were dealing with it in an arbitrary manner, and drop the 
50? 

Mr. Parrisu. That was the total amount of that particular grade 
that was there, so I wiped it out. 

The CHarrMaNn. In other words, you must have gone back to your 
figures of incoming grain that had been weighed into the bin against 
the figures that had been weighed out, and this was the figure that 
you arrived at. 

Mr. Parrisn. I probably checked the elevator and learned from 
the elevator that they no longer had any of that particular grade 
there, so I wiped it out. 

The CuHarrMAN. Then, your testimony is that these figures don’t 
mean anything? 

Mr. Parrisn. If there is no longer any of that grade in the elevator, 
there was no point in carrying it on the books, so I wiped it out. 

The CuarrMan. Then we are to understand you had no more grain 
of this same grade, Dark Northern Spring wheat? 

Mr. Parrisu. At the time I made that markoff, yes. 

The CHArRMAN. You were so accurate in this transaction, but you 
were arbitrary in all the other transactions in arriving at your inven- 
tory. Either your testimony is all mixed up or you have mixed up 
some of us on the committee in your testimony, because your testi- 
mony is not any clearer than a smog or a fog. 

Mr. ParrisH. I am sorry, sir. I have not made any attempt to 
mix you up. 

The CuHarrMan. Well, you have, by your testimony. First, you 
say you arrived at these figures in an arbitrary manner; then, you get 
down and you are so accurate that you even list 10 pounds when you 
are dealing with thousands of bushels of grain. 

Mr. ParrisH. Because that was the total amount that had come 
in the elevator, and if I check the elevator and they tell me there is 
no longer any of that grade in the elevator, I wipe it out. 

Senator Youna. You have to have so many bins to arrive at 
that—— 

Mr. Parrisu. I don’t know how many bins. 

Senator Youna. That Sample grade Dark Northern Spring, 153,969 
bushels and 50 pounds, how did you know that was the amount that 
was taken out of there? Did you have to empty a bin out? 

Mr. ParrisH. I don’t know if they emptied a bin or several bins, 
sir. I don’t know, but my records of the office reflected that amount 
there. The elevator told me there was none left in the elevator, so 
I marked it off. 

Senator Youne. You must have emptied out eight bins here in 
order to arrive at this sheet here. 

Mr. ParrisH. I don’t know how many bins were emptied out. 

Senator Youne. You would have to empty out that many bins; 
wouldn’t you? 

Mr. Parris. We would have to empty out a number of bins to 
load a ship, but that was stock adjustment after loading of the boats 
to reflect the balance in the elevator. 

Senator Youne. You must have known exactly that many bushels 
and pounds went in the ship. 

Mr. Parrisu. Possibly he showed these amounts coming into his 
account. If the elevator said there is no longer any of that grade in 
the elevator, I marked it off. 
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Senator Youne. You couldn’t possibly arrive at these figures unless 
you completely emptied a bin or weighed out separately as you load 
the ship. 

Mr. Parrisn. I don’t remember the details. That is a long time 
ago. 

Senator ELLeENpER. Let’s take, for example, the one dated No- 
vember 25, 1952, which shows 444,266.4 bushels. 

Mr. Parrisu. Yes, sir. 

Senator ELLeENpER. Now, does that mean that after there was a 
loading of a ship, the amount that I have just indicated is the amount 
remaining for Bunge Corp.? 

Mr. Parriso. No. That was marked off, so that the balance was 
the amount remaining. 

Senator ELLENDER. How would you .ndicate where the balance is? 

Mr. Parrisu. On the copy of a grade statement, a record I had. 

The CuarrmMan. How much time do you spend at bookkeeping, as 
chief clerk? 

Mr. Parriso. Not a great deal. 

The CuarrmMan. What do you do; what do you actually work at 
then? 

Mr. Parris. Various things, writing car numbers, writing grades, 
helping posting, and so forth—just anything I can do to help out. 

The CuarrMan. Do you go out in the yard to get car numbers? 

Mr. Parrisu. No, sir; I never leave the office. 

The CHarrmAN. You have been out of the office considerable this 
summer. 

Mr. Parris. The only time I leave the office is to get a cup of 
coffee. 

The CHarrMan. Where did you get that good tan you have? 

Mr. Parrisu. Going fishing on weekends. 

The CuarrMan. You have not made yourself clear, at least to me, 
on your so-called figures and upon arriving at these figures in these 
two documents in an arbitrary manner. Unless you make it clear 
you leave this committee—or [ will state for myself only—in doubt 
as to what you have said, and whether I should take any of your 
testimony as being worth anything. 

Mr. Parrisu. Senator, if I can think of any way to make it clear 
to you, I don’t know. 

The CuarrMan. First, you say you arrived at these figures in an 
arbitrary manner, yet you are so accurate you list 10 pounds of grain. 
Now, I just cannot follow you, and you are going to have to be a lot 
clearer in your statement than you are now if I am going to take any 
of your statement with confidence. 

Mr. Parrisu. I don’t know how to explain, Senator. 

Senator ELLENDER. Suppose Bunge Corp. would send 250 cars of 
grain, 5 different grades. How do you carry that on your books? 

Mr. Parrisu. Whatever the weights are by cars for each grade. 

Senator ELLENDER. Suppose half of that was shipped out by Bunge 
Corp. 

Mr. Parrisu. Yes. 

Senator ELLENDER. Say there were a million bushels. 

Mr. Parris. Yes, sir. 
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Senator ELLeENpeR. And of those million bushels vou had five 
different grades. 

Mr. Parrisu. Yes, sir. 

Senator ELLENDER. Now, when you ship 50 percent of 
bushels, how is that reflected on your books? 

Mr. Parrisn. | would ask the elevator to tell me how much they 
had left, and | would mark off whatever the difference was. , 

Senator ELLENDER. Wouldn’t you be more interested in 
they shipped out? 

Mr. Parrisu. No, | am interested in what they have left. 

Senator ELLeENDER. Well, I don’t quite follow you. If a million 
bushels are shipped and half of it is shipped out, the way you find out 
what is left is by determining what is shipped out 

Mr. Parrish. No. We determine what was shipped 
determining what was left. 

The CHartrmMan. Well, you are just hoping that the fog will be 
heavy for a long time so you would have a volume there. The fog 
must be good to you. 
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STATEMENT OF E. H. THORNTON, JR., COUNSEL FOR GALVESTON 
WHARVES, GALVESTON, TEX. 


Mr. THornton. Maybe I can make this statement. I am E. H. 
Thornton. I think when the grain is coming in, it is weighed by 
grade. 

The CHarrMAN. You are speaking as attorney for the Wharves? 

Mr. THornton. That’s right; as Mr. Parrish said, the grain is put 
down in the bins. When it goes out, as the witness told you this 
morning, it is mixed on the belt and the mix is weighed, not any 
particular type of grade. 

The CuHarrMan. You mean to tell us they may be taking grain 
from seven different bins and that they do not have a weight of the 
grain that comes from spout 1 and a weight of the grain that comes 
from spout 2, and the weight of the grain that comes from spout 8 
or 6—that you don’t weight that grain? If you didn’t do that, how 
in the world would the foreman be able to determine when he was 
going to cut down on No. 1 and in what quantities on No. 1, and 
what quantities on No. 6 and 7 in order to arrive at a sample that 
was acceptable? Just how would they arrive at that? 

Mr. THornton. By experience and knowing how many notches 
out of this bin he would have to have, and 

The CuHatrman. What kind of notches? Would you please 
explain so the committee can understand? 

Mr. Tuornton. A notch, as I understand, is a wooden device in 
one cog of the wheel that opens up the slide and lets so much grain out; 

The CHarRMAN. Now wait a minute. I think I better swear some 
of you gentlemen in. You are giving expert testimony. 

(Mr. Thornton was sworn by the chairman.) 

Mr. THornton. These men are called as witnesses. 

The CuarrMaNn. Let’s have this gentleman’s name. What is your 
name? 

Mr. Carrouu. D. O. Carroll, assistant general foreman of the 
elevator. 
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TESTIMONY OF D. 0. CARROLL, ASSISTANT GENERAL FOREMAN, 
ELEVATOR B, GALVESTON WHARVES, GALVESTON, TEX. 


(The witness was sworn by the chairman.) 

The CuarrmMan. Now, you wish to tell us that the operation here 
is on the oe that to determine how much grain is coming out of 
elevator 1, 2, or 6 or 7, that when you want to increase or dec rease, 
you just move that a notch, you have no weight of that grain coming 
out of elevator 1, 2, or 6 or 7? 

Mr. Carrouu. That is true. Grain comes in, and it is weighed in, 
but is not weighed into the bins to begin with; all like grades, classes 
are binned together. There is no weight of the grain in the bin what- 
soever. 

The CHarrMAN. Let’s get this straight. We will say you have two 
carloads of Dark Northern No. 1 come in and that goes to a bin? 

Mr. Carrot. It will go to the same bin. 

The CHAIRMAN. You weigh that grain in? 

Mr. Carrouu. We weigh it, but in case 

The CuarrMan. Answer the question. Do you weigh that grain in 
when it goes into the bin? 

Mr. Carrouu. Not that particular bin. 

The CuarrMan. Where do you weigh it in? 

Mr. Carro.u. At the scale, when it comes from the car. If the bin 
were empty, we would weigh it. 

The CuarrMan. But you are weighing, and how much does the 
scale hopper contain? 

Mr. Carrouu. One car. 

The CuarrMan. A scale hopper will contain one car? 

Mr. Carrouu. Well, two or slightly over. 

The CHatrMAN. Now, you have dumped a carload; that is, the 
scale hopper. 

Mr. Carrouu. That is true. 

The CuarrMan. And you elevate from that scale hopper? 

Mr. Carroxu. Not elevate. It goes out from the scale hopper by 
gravity. 

The CHarrMAN. You go to the general hopper where your elevator 
cups operate from; do you not? 

Mr. Carrouu. That’s right. 

The CuarrmMan. Now, you are putting this grain in bins? 

Mr. Carrouu. That’s right. 

The CuHarrMan. And the bins are higher than your receiving scale 
at the railroad track? 

Mr. Carro.u. The receiving scales are not on the track. They 
are about 140 feet in the air. 

The CuHarrman. About 140 feet in the air. So you are above 
your receiving elevator? 

Mr. Carrouu. We are above the pits where the grain is dumped 
in the elevator to be dumped into the scale. 

The Cuarrman. You are trying to be technical, and I want to be 
sure I understand you. Anyway, you have dumped this grain into 
the hopper for the purpose of weighing it. 

Mr. Carrouu. That is true. 

The CuarrmMan. Now, if the elevator doesn’t receive but half that 
grain, of that carload you have dumped in that hopper bin, what 
do you do, do you reweigh that grain? 
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Mr. Carro.v. It receives all of the grain in any particular lot. 

The CHarrMaNn. All right. But let’s assume now this bin you 
were dumping this carload in filled up before your scale hopper was 
empty. What do vou do then? 

Mr. Carrouu. The grain is first - 

The CuHarrmMan. What do you do? We'll just say this scale 
hopper, it’s a huge hopper and holds a carload of erain. You have 
dumped a carload of grain in there, but the elevator bin you were 
conveying this grain to would not hold a full hopper 

Mr. Carro.u. All right. 

The CHarrMan. What do you do with what is left after this bin 
is full, do you reweigh that? 

Mr. Carro.v. First, before we move any of the grain out of that 
scale, it is weighed, the entire lot; then, we fill the existing space in 
that bin; then we go to another bin that has like grade or class. 

The CuHarrMan. You do not weigh what is left in that scale hopper? 

Mr. Carrouu. We couldn't. 

The CHarrMaNn. But you do keep track of what is put in this bin 
here? 

Mr. Carrouu. No, sir. 

The CHarRMAN. You don’t have any track of what is put in these 
bins? 

Mr. Carrouu. We have our weight. 

The CuarrMan. And you knew where you dumped it, didn’t you? 

Mr. Carrouu. That’s right. 

The CuHarrMAN. So all you have to do is a matter of referring to 
your figures and you know? 

Mr. Carrow. No, sir; it isn’t. 

The CHarrMANn. Beg pardon? 

Mr. Carro.uu. After the bulk, say one car is weighed and we start 
running that off to this bin which had a light grade in it, and this 
bin is going to fill up. We don’t cut that grain off at the scale and 
reweigh it; there is a spout. That grain has already left the point 
of weighing. 

The CuarrMan. Nevertheless, your figure is complete; you know 
the previous carloads of grain that went into that bin. 

Mr. Carro.u. We don’t keep track of the weight that goes into 
any bin. 

The CHARMAN. What do you do with the scale weights of a car- 
load of grain, throw it in the waste paper basket? 

Mr. Carrout. No, sir. 

The CHarrMaNn. All you have to do is go to your files and you can 
pull those figures out any time you like? 

Answer me, yes or no. 

Mr. Carrouu. I wouldn’t know. 

The CHarrMAN. But any man familiar with that system of book- 
keeping could tell how much grain you had weighed into that bin. 

Mr. Carrouu. No. 

The CHarrmMan. You couldn’t? 

Mr. Carrouu. No. 

The CHarrMan. Then you better change your bookkeeping system. 
I can understand you have to pray for a lot of fog to keep this balance. 

Mr. Carrouu. The elevator is checked and maintained at all times 

The CuarrMan. The amount going out is weighed, is it not? 

34117—53—pt. 2——18 
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Mr. Carrouu. That is true; but after it has been commingled with 
6 or 7 grades in 1. 

The CHarrMAN. But you must determine at all times the volume 
of the various grades going into the vessel in order to determine how 
much grain you put in the vessel. 

Mr. Carrouu. True. 

The Cuarrman. And if your bookkeeper is keeping a set of books, 
you can go back and figure what you took out of this bin and what 
you took out of that bin. 

Mr. Carrouu. No, we can’t. 

The CHAIRMAN. You are running a strange type of business. 

Mr. Carrouu. It would be impossible for us to do it. I don’t be- 
lieve other elevators follow that practice either. Truthfully, I don’t 
believe they do. 

The CHAIRMAN. You may proceed. 

Has that gentleman returned that was going out to get the informa- 
tion? 

He is here. We will excuse Mr. Parrish for the time being and have 
Mr. Perich give us the amount of those figures. 

Mr. Pericu. I have the amount of money, but our bookkeeper is 
out of the office. I will have the amount of money we paid our em- 
ployees in the morning; that refers to the employees’ participation in 
the profits. 

The CuarrMANn. You have the figures here now? 

Mr. Pericn. Yes, I have the figures in 1950. We paid D. J. 
Sweeney a thousand dollars; in 1951, $2,000; and in 1952, $2,500; 
and that is properly recorded. 

Mr. Guinang. Who else at elevator B? 

Mr. Prricn. That is all. 

Mr. Guinane. Those were in 1950, 1951, and 1952? 

Mr. Prricu. Yes, sir. 

Mr. Gurnang. And that was the period you handled Canadian 
unfit wheat, known to you as sample grade Dark Northern Spring, 
you claim, for Bunge Corp.? 

Mr. Pericu. We handled it for everybody else, too. 

Mr. Guinane. But you did handle 

Mr. Pertcnu. We handled sample grade Dark Northern Spring 
wheat for Bunge Corp., yes. 

Mr. Guinaneg. You didn’t know it was Canadian? 

Mr. Pericnu. No. 

Mr. Guinane. You didn’t know Transit Grain bought its Canadian 
wheat from Bunge? 

Mr. Peritcn. That was handled by our Houston office under our 
Houston manager. I merely go up there occasionally, and I don’t 
know the exact physical operation of that place. 

Mr. Gurnane. You have not paid any money to any other employee 
of the Galveston Wharves? 

Mr. Prericu. No. 

Senator Youna. Do you call these payments just listed Christmas 
presents? 

Mr. Prericu. Yes, sir. 

Senator Youna. $2,000? 

Mr. Pericn. Yes, sir. 

The CuarrMan. A total of how much? 
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Mr. GuInane. $5,500. 

Senator Youna. Mr. Sweeney? 

Mr. Prericn. Yes. 

Senator Younc. What did you expect to get in return for $5,500? 

Mr. Prertcu. There were lots of favors we could get in the way of 
having cargoes, cars unloaded promptly, having ships lifted around at 
the port. 

Senator Youne. You wouldn’t call that $5,500 a bribe? 

Mr. Pericu. No, sir; compared to what we paid our other em- 
ployees, for 50 years we have paid Christmas presents compensatory 
to the amount of money the firm has made. 

Senator Youne. He was an employee in 1 public warehouse. 

Mr. Perica. He was harbormaster hase: employed by Galveston 
Wharves. 

Senator Youna. They are a public institution, aren’t they? 

Mr. Pericu. I guess so. 

Senator Youne. When you pay a public official a thousand dollars 
or $2,000 you think it’s bribery? 

Mr. Pericu. I don’t think to give a man a Christmas present is 
bribery. 

Senator Youna. If it’s $10,000, it is not bribery? 

Mr. Pericu. If it is $10,000 it is not bribery. 

Senator YounG. | would say it is bribery, pure and simple. 

Mr. Pericu. I don’t know what you call bribery. It is just to 
cooperate with us; it referred to the general conduct of our business. 

The CuarrMAN. You were paying the Galveston Wharves a certain 
percent for handling the grain, weren’t you? 

Mr. Pertcu. We pay whoever handled the grain; yes, sir. 

The CuHarrMan. So, you were paying them a legitimate rate or 
tariff for handling the grain. But you saw fit to pay a Christmas 
present on top of that? 

Mr. Pericn. Yes, sir. 

The CHarrMAN. How many companies would be doing business 
through Mr. Sweeney or his associates? 

Mr. Pericn. I haven’t any idea. 

The CHarrman. If they all were as generous with their Christmas 
gifts as you have been, he would certainly believe in Santa Claus, 
wouldn’t he? 

Mr. Pericu. I guess. 

Senator Youne. You think it would be good business for the 
United States Government to also pay Mr. Sweeney? 

Mr. Pericu. I don’t know. 

Senator Youna. If you paid him and the United States Govern- 
ment didn’t, you would expect him to favor you, wouldn’t you? 

Mr. Pericn. I represent many shippers, sir. 

Senator Youne. What if you had some small company in competi- 
tion, what would you call making these Christmas presents. Wouldn’t 
you call that unfair competition? 

Mr. Pericu. | don’t know. 

Senator Youna. Under that system, only the big companies could 
stay in business. 

Mr. Pericnu. The big companies seem to be staying in business. 

Senator Younc. Through bribery, they can. That is one way of 
staying in. 
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Senator ELLeENDER. Do you ever at any time discuss a commingling 
of wheat, or did you at any time ever discuss the commingling of w heat 
with Mr. Sweene y! 

Mr. Pericu. No, sir. 

Senator ELLeNpDER. To get a good grade? 

Mr. Pericu. No, sir. 

Senator ELLENDER. You paid him that money merely because he 
was in position to get you some customers. 

Mr. Pericu. Yes, sir. 

Senator ELLENDER. The same as the fellow in Houston? 

Mr. Pericu. To recommend us and say we were all right. If we 
didn’t make any money, we wouldn’t pay him anything. 

Senator ELLENDER. What are the services Mr. Sweeney performed 
that were not performed by Mr. Fellrath? 

Mr. Pericu. He was harbor master here, connected with the ele- 
vator, and he had a good many jobs around here. 

Senator ELLENDER. Would you put them in the same category as 
to the work he did for you? 

Mr. Pericu. No; I wouldn’t put him in the same category; Mr. 
Fellrath operates the port up there. Mr. Thornton operates the port 
here. And I don’t think you could give Mr. Thornton a nickel. He 
wouldn’t take it. 

Senator ELLENDER. How was he able to swing the business to you? 

Mr. Pericn. He constantly visited shippers, called on them, and 
they had utmost confidence in him, and they conferred witb him. 
And if they thought we had a good recommendation from him, we 
were all right. 

Senator ELLENDER. And you had handled grain for the people he 
recommended to you? 

Mr. Pericu. Yes. 

Senator Youne. You were handling this Canadian wheat for Bunge, 
were you? 

Mr. Pericu. We handled Dark Northern Spring; yes. 

Senator YounGc. You didn’t know it was Canadian wheat? 

Mr. Pericu. No, sir. 

Senator Youne. The Bunge people told us in Minneapolis they 
informed all purchasers it was Canadian wheat. 

Mr. Guinane. That’s right, including the forwarders and every- 
body. 

Senator ELLENDER. Where did you get this money you paid to 
Mr. Fellrath? 

Mr. Pericn. It came out of our earnings. 

Senator ELLENDER. You had no connection at all with Bunge? 

Mr. Pericu. No, sir. We never received a nickel from Bunge, 
Leval, or anyone. 

Senator ELLENpDER. So, this came exclusively out of your pocket? 

Mr. Pericu. That’s right. 

Senator ELLenpER. This money that you paid to Mr. Fellrath as 
well as Mr. Sweeney? 

Mr. Pericu. Yes. 

Senator Youna. Did you take out as a deduction from your income 
tax the Christmas gifts? 

Mr. Pericn. Yes, sir. 
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Senator Youne. It worked both ways. They deducted it from 
theirs. 

Mr. GuinaneE. Do you know how they showed it on their income tax? 

Mr. Pericn. I don’t know. 

Mr. Guinane. Did you make it out for them? 

Mr. Pericn. No. 

Mr. Guinane. They didn’t show it as wages from Stone Forward- 
ing Co.? 

Mr. Pericu. No, sir. 

Mr. Guinane. Did you he!p Mr. Sweeney make out his income tax 
record? 

Mr. Prricn. No, sir. 

Mr. Guinane. You did not? 

Mr. Prricu. No, sir. 

Mr. Guinane. How is it you didn’t get any idea about giving 
Christmas presents prior to 1950 when the Canadian wheat began 
coming in? 

Mr. Pericnu. We have been giving Christmas presents for years. 

Mr. Gurinane. Mr. Sweeney? 

Mr. Perricu. Before his time. 

Mr. Guinane. How much did you give him in 1949? 

Mr. Pericn. Mr. Sweeney wasn’t in the elevator in 1949. Weath- 
erley was in the elevator in 1949, and we gave him a thousand dollars. 

Mr. Gurnane. Was he the one discharged because of the big 
shortage in Commodity Credit, because an error was made? 

Mr. Prericu. I[ don’t know what he is doing down 

Mr. Gurnane. He is still in the elevator? 

Mr. Pericu. He is in the downtown office. 

Mr. Guinane. He was at one time general foreman? 

Mr. Pericu. At one time he was general foreman. I don’t know 
his title. He could have been superintendent. 

Mr. Gurnane. Do you definitely state that you had no knowledge 
that this wheat was Canadian wheat? 

Mr. Pericu. Yes, sir. 

Mr. Guinane. And that you were not advised of that by Bunge 
Corp. or any of its officials? 

Mr. Prericn. Yes, sir. 

The CHAIRMAN. Well, someone has not given factual statements to 
the committee. We had testimony in Minneapolis that everyone in 
connection with this Canadian grain was informed that this was 
imported Canadian grain and that it had more than 30 percent dam- 
aged kernels. That is the testimony that we got. 

Mr. Pericu. Nothing came in here. 

The CuHarrMAN. They said no one down here at the ports where 
this grain was shipped out, or any of them that handled the grain, 
could have mistaken the grain, because they were all informed that 
this was imported grain, 30 or more percent damaged kernels. There- 
fore, everybody that had their hands on that or had anything to do 
with the transaction knew that that grain had to be unfit for human 
consumption, because it came in under the reduced tariff; otherwise, 
it couldn’t have come in in any manner, because the quotas had been 
exhausted many months previous, and it could only come in under 
the ad valorem tax; and then, if it did come under that, it could not 
go in under domestic usages. 
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Mr. Guinane. We have a representative of Bunge in the audience 
who is not to testify until tomorrow, but I would like to bring him 
up here and ask 7 1 or 2 questions while this witness is on the stand. 


The CHarrMan. Has he been sworn? 
Mr. GuINant es Mr. Mulloy here from Kansas City? 
He was in the audience. Apparently, he is gone. I wanted to ask 


him a couple of questions while this witness is on the stand. Appar- 
ently, he has left 

Mr. Pericu. Senator, this grain came in under railroad bills of lad- 
ing, and there is no indication on those railroad bills of lading that 
that grain was anything but American origin. 

The CHarrMAN. That was the very question we asked some of the 
shippers in Minneapolis, and they said, ‘“We advised everyone that 
handled this grain that the grain was imported grain, and that it con- 
tained more than 30 percent damaged kernels. And any grain that 
contains more than 30 percent damaged kernels, everybody in the 
grain business would know if it was an imported grain.” 

Mr. Pericn. Nobody told us that. 

The CHarrmMan. And if that was the testimony up there, some- 
body is not giving factual statements to this committee; and who that 
somebody is we are pretty apt to find out before we finish these hear- 
ings. 

Mr. Peritcu. We are under oath here. 

The Cuarrman. I know you are, and that makes it all the more 
serious. 

Mr. Guinane. Who made arrangements with Bunge for handling 
this wheat? 

Mr. Prericu. The wheat came down here frost-damaged wheat 
was unloaded, and later on the elevator furnished me with a state- 
ment showing the boats it went on. 

Mr. Gutnane. Didn’t you have — correspondence with Bunge 
concerning the hi indling of this whea 

Mr. Pericu. No, sir. 

Mr. Guinane. Did you have some telephone conversations? 

Mr. Pericu. Well, 90 percent of this business we do is telephone 
conversations. 

Mr. Gurnane. And you had telephone conversations with someone 
regarding this wheat? 

Mr. Pericu. I don’t remember. 

Mr. Gurinane. Either Kansas City, Minneapolis, or New York? 

Mr. Pericu. I don’t remember. 

Mr. Gutnane. You do not remember any conversations? 

Mr. Pericu. That’s right. 

Mr. Guinane. And you did not make any arrangements or help 
make arrangements with elevator B for mixing this grain up? 

Mr. Perticu. No, sir. 

Mr. Guinane. What is the total amount of wheat handled in 1951 
for Bunge? 

Mr. Pericu. I would have to figure my records up. I have them 
back there. I couldn’t put my finger on them. 

Mr. Gurnane. Will you get that for 1951 and 1952 and have it 
ready for the committee in the morning? 

Mr. Prricu. I will go to work on it. 
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Senator Youna. Did these Christmas presents, were they in cash 
or cheek? 

Mr. Pericu. By check 

Mr. Guinane. And how much wheat did you handle for the Fox 
Co.? Get that up, too. 

Mr. Pericnu. Do you want the grand total of all the wheat we 
handled for each one, 10 million bushels or 20 million bushels or do 
you want it broken down as to grades? 

Mr. Gurnane. I’d like to hold it to the Canadian wheat you 
handled. 

Mr. Pericu. I have it in my records there, the same as the figure 
that was given up here, the 1 million. 

The CHarRMAN. One million one hundred and ten thousand? 

Mr. Pericu. Yes, sir. 

Mr. Guinang. You gave Mr. Cunningham here some information 
on a report that was made to the Kansas City office of Bunge showing 
chargeoffs on individual vessels. Do you recall that? 

Mr. Prericu. I gave him a sheet I had in the office; ves, sir. 

Mr. Gurnane. And then, did you tell Mr. Cunningham later that 
that was not a correct list that you had furnished him? 

Mr. Pericn. | don’t remember that; no, sir. 

Mr. GuInaNne. You do not? 

Mr. Pericu. No, sir. 

Mr. Gurnane. Is the list that you furnished him to the best of your 
knowledge a correct statement of the chargeoffs of the elevator? 

Mr. Pericu. As near as I can remember, I think it is a list I had on 
file. I don’t remember exactly. It shows 1,011,000 I got from the 
elevator. 

Mr. GurInane. That shows chargeoffs also to individual ships, 
doesn’t it? 

Mr. Pericn. Yes, sir. 

Mr. GurnaNne. And that was a correct list? 

Mr. Pericu. As far as | know, it was. 

Mr. Gurtnang. Was that the only list that you talked to Mr. 
Cunningham concerning? 

Mr. Pericu. That is the only one I remember. 

Mr. Guinane. The first list was incorrect, was it not? 

Mr. Pericn. I don’t remember. If 1 gave him a correct list, I must 
have given it to him, but so many things have happened, I don’t 
recall exactly. 

Mr. GuiInane. That is about all I have of Mr. Perich. 

Mr. Pericu. Senator, you want a breakdown on the participation 
of our employees, tomorrow, in the profits? 

The CHarrMAN. Well, whatever you call it. We just want to make 
certain that we find out how much you paid out in Christmas presents. 

Mr. Pericu. All right. I will give you the participation of my 
employees. 

The CHatrmMan. And that participation of the employees in the 
profits has been running how long? 

Mr. Pericu. Ten years, since World War II. 

The CHarrMAN. It commenced during those years? 

Mr. Pericu. Right after Colonel Stone, who is the founder of the 
company, came home and started that procedure. 

The CHarrMan. All right. 
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Senator Young. May I ask Mr. Thornton a question—Mr. Thorn- 
ton, Sr. 

Mr. Guinane. Mr. Thornton, Sr., would you please step up, sir. 

Senator Youna. You have heard the testimony here to the effect 
that Mr. Sweeney has been paid $5,500 in Christmas presents? 


TESTIMONY OF E. H. THORNTON, SR., VICE CHAIRMAN AND GEN- 
ERAL MANAGER, GALVESTON WHARVES, GALVESTON, TEX.— 
Resumed 


Mr. Tuornton. That is the first I ever heard of it. 

Senator Youna. Do you still think as a public official that you are 
going to retain him? 

Mr. THornton. Well, I wouldn’t like to make the decision now. 

Senator Younc. That’s all. 

The CHatrmMan. Would you have approved that type of a gift 
acceptance had you known Mr. Sweeney received such a sum? 

Mr. Tuornron. Had I known it in advance, I would have told Mr. 
Sweeney he shouldn’t accept it. 

The CHarrMAN. Thank you. That is the only questions I have. 

We have not completed our questioning of Mr. Parrish. You want 
to go back and question Mr. Parrish? We want to continue until 
5:30, and if you have some additional questions to ask Mr. Parrish, 
we will proceed with bim. 

Mr. Guinane. Did you have anything to do with making records 
showing percentages of wheat checked on vessels as high as 44 per- 
cent? 

Mr. Parrisu. To the extent I wrote them out; yes, sir. 

Mr. Gurinane. Did you know that was false information? 

Mr. Parrisu. No, sir; I did not. 

Mr. Gurnane. You knew the cargo was graded No. 2 wheat; 
didn’t you? 

Mr. Parrisu. I knew they were supposed to; I didn’t know they 
did. 

Mr. Gurnane. According to the records in your possession, they 
did go out as No. 2 wheat; didn’t they? 

Mr. ParrisH. I assume that is correct. 

Mr. Gurnane. From your experience at the elevator, do you think 
it possible that percentage of sample grade wheat could have been in 
those cargoes and still tested No. 2? 

Mr. Parrisn. I would not think so. 

Mr. Gurnane. Did you hear any conversation concerning that 
around the elevator? 

Mr. ParrisH. I was never around the elevator. 

Mr. Gurnane. Or around the office? 

Mr. ParrisH. I heard nothing around the office. 

Mr. Gurnane. Did you receive any money, gifts, gratuities or any- 
thing of that nature from Bunge Corp.? 

Mr. Parrisn. No, sir. 

Mr. Guinane. Or any of its officers or agents? 

Mr. Parrisn. No, sir. 

Mr. Gurnane. Did you know Dick Bailey? 

Mr. Parrisn. No, sir. 
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Mr. Guinane. You have never been out to a convention or party 
with Dick Bailey? ; 

Mr. Parris. No, sir. 

Mr. Guinane. Do you ever go out to be entertained by officials or 
employees of Bunge Corp.? 

Mr. Parrisn. No, sir 

Mr. Guinane. Or by Stone Forwarding? 

Mr. Parrisu. No, sir 

Mr. Guinane. You have not received any Christmas presents then? 

Mr. Parrisn. No, sir. 

Mr. Guinane. Mr. Parrish, if these slips [ hate to get back to 
them at this time—if they are arbitrary figures made on soundings, 
how do you know Sample grade Dark Northern Spring wheat did not 
go into [WA ships? 

Mr. Parris. I don’t know that. 

Mr. Gurnane. So far as you know, that wheat could have gone on 
International Wheat Agreement ships? 

Mr. Parrisw. You speak of International Wheat Agreement ships. 
I don’t know what that is. 

Mr. Guinane. Have you heard in the office anvone give instruc- 
tions to be very certain none of this sample grade wheat went on 
IWA ships? 

Mr. ParrisH. Not in just those words. I had been told the 
elevator was not going to put any of this northern wheat on some 
ships. I was told the elevator was not going to put any northern 
spring wheat on this ship. 

Mr. Guinane. How would that be controlled? 

Mr. Parris. I don’t know what you mean. 

Mr. Guinane. If you weren’t going to put sample grade wheat on 
IWA ships, how would that be controlled in your office, how would 
you keep it off the ships? 

Mr. Parris. I don’t know how they would keep it off the ships. 
They told me on certain ships they were not going to put any northern 
spring, and I would not mark any. 

Mr. Guinane. But you wouldn’t know whether it had gone on the 
ship or not. 

Mr. ParrisH. No, sir. 

Mr. Guinane. And that would be another record you marked 
northern wheat didn’t go on there—vou would mark that record that 
none went on there, but it didn’t mean much. 

Mr. ParrisH. That is correct. 

Mr. GurInaNngE. Were chargeoffs referred to the same as chargeoffs 
telephoned to you by the elevator foreman or employee at elevator B? 

Mr. Parrisu. As I said, the chargeoffs, some date subsequent to 
the loading of the ship, we got the information what they had left 
and we made our chargeoffs accordingly. 

Mr. Gurnane. Who would give you that information? 

Mr. Parrisu. As a rule, the general foreman. 

Mr. Gurnane. Would he give you then the percentages of various 
grades of wheat that had been loaded on the ship? 

Mr. ParrisH. No, sir. 

Mr. Gurnane. He would not? 

Mr. Parrisu. No, sir. 

Mr. Guinane. Who would make that record? 
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Mr. Parrisn. I don’t think there was any record made of the 
percentages. 

Mr. Guinane. The only record you would have is when soundings 
would be taken and you would find out how much different grade 
wheat was in the elevator? 

Mr. Parrisu. Yes, sir. 

Mr. Guinanr. Were any adjustments made in grades in these 
chargeoffs? 

Mr. Parrisu. I don’t know what you mean by adjustment of grade. 

Mr. Guinane. Adjustment of grade of stock in store. Do you 
understand that? 

Mr. Parrisu. I am not sure. 

Mr. Guinane. Why were the original notes, showing the chargeoffs 
telephoned to you, destroyed? 

Mr. Parrisu. Why were the original notes, showing the chargeoffs 
telephoned to me, destroyed? 

Mr. Guinane. Yes, not retained in your file. 

Mr. Parrisu. I don’t know. The only way I have of getting that 
information is over the telephone or go down there. I didn’t go down 
there. I got it over the phone. 

Mr. Gurinane. If running inventory records by grade are not main- 
tained, how do you determine what grades are needed by the elevator 
to load out cargo of a given grade? 

Mr. ParrisH. You speak of running inventories. As I say, what 
I think you have reference to as a running inventory, is a grade state- 
ment. ‘We do that to determine how the stock stands in the elevator. 
No specified time; sometimes once a week, sometimes not so often; 
and sometimes more often. 

Mr. Gurnang. Did you usually disregard chargeoff information 
furnished by the elevator foreman and charge off Sample grade Dark 
Northern Spring wheat to non-IWA ships only? 

Mr. Parrisu. No. As 1 said, I was given the names of ships from 
time to time on which I was told the elevator was not going to use 
any Sample grade Northern Spring wheat, so I didn’t charge any to 
those ships. 

Mr. Guinane. What instructions did you ever hear with reference 
to getting rid of this Sample grade wheat? 

Mr. Parrisu. None whatever. 

Mr. Guinane. Did you ever receive any instructions from anyone 
to charge high percentages of that wheat to individual ships? 

Mr. Parrisn. No, sir. 

Mr. Guinane. You did not? 

Mr. Parrisu. No, sir. 

Mr. Guinang. Who would make such a record showing the per- 
centage that went on various vessels? 

Mr. Parrisu. I don’t know, sir; I don’t know anyone. 

Mr. Gurnane. Did you ever receive instructions to favor the 
Bunge Corp. over other depositors in making chargeoffs of wheat in 
these records? 

Mr. Parrisu. No, sir. 

Mr. GuInane. That is all I have. 

Senator ELLENDeER. I'd like to try to clear up the question I asked 
you awhile ago about how you keep account in your office of the 
amount of a particular grade of wheat that is left to the account of 
your customers. 
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Mr. Parrisu. I have this grade statement, for instance, Senator 
Ellender; all I can do is take a pencil and try to illustrate. 

Senator ELLENDER. Give us an illustration. I tried to give it 
awhile ago, but I made a failure of it, because I didn’t know too much 
about it. Assume the same state of facts 1 propounded awhile ago 
wherein I stated there were a million bushels for X shipper, let’s 
say, and that came over a period of 30 days and there were 5 differ- 
ent grades of that; and then this X shipper would give an order to 
ship 300,000 bushels of that wheat. 

Mr. Parrisn. Yes, sir. 

Senator ELLENDER. How would you reflect that on your books? 

Mr. Parrisu. We'd say as of a given date, some date prior to the 
loading of this vessel, say October 1, that he had 1 hard, 250,000 
bushels—I am having to figure. 

Senator ELLENDER. Go ahead and figure. 

Mr. Parrisu. 2 Hard, 250,000 bushels; 3 Hard, 150,000 bushels; 
4 Hard, 100,000 bushels—you said 5 grades—7 Hard, 100,000 bushels. 
I will put it down in round figures. 

Senator ELLENDER. Make it a million. 

Mr. Parrisu. I will change this to 400,000. O. K. We have 
1,000,000 bushels there, so he loads on a ship 300,000 bushels, SS_X. 
At the time of loading, I would show SS_X, if the grade was to be 2, 
2 Hard export grading 300,000 bushels. As soon subsequent to the 
loading of the vessel as I could, I would ask the elevator what he 
had left. 

Senator ELLeENDER. Couldn’t you tell that from your books if you 
sell 300,000, you have 700,000 left. 

Mr. ParrisH. Seven hundred thousand net bushels, but I don’t 
know how much of each. So he has loaded this vessel with 300,000. 
As soon as I can determine what the elevator tells me he has left, 
say, after that, I determine he has 90,000 bushels of Sample grade 
left and he has 80,000 bushels of 4 left, and 100,000 of 3 left, and he 
only has 50,000 bushels of this left. I would show 2 Hard, 200,000 
bushels; 3 Hard, 50,000 bushels; and 4 Hard, 20,000 bushels; Sample 
grade Hard, 10,000 bushels, until I reached that total of 700,000 
bushels, and deducted from these amounts and leave the balance, 
whatever it was. 

Senator ELLENDER. The balance would be bound to be 

Mr. ParrisH. Seven hundred thousand bushels. 

Senator ELLENDER. Where does this overage come in we spoke 
about a while ago? Mr. Thornton said over a period you had 

Mr. Parrisu. Well, I did not know there was any overage until 
they reached a point they perhaps weighed up the elevator and 
determined there was some. 

Senator ELueNpER. But Mr. X shipper continues to sell until he 
exhausts the million bushels that he has. 

Mr. Parrisu. That’s correct. 

Senator ELtenper. And you reduce each grade according to 
information that you get from the man that commingles this, the fore- 
man of the establishment? 

Mr. Parrisu. That’s correct. 

Senator ELtenper. And as far as he is concerned, it is more or less 
guesswork? 

Mr. Parrisu. That’s right. 
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Senator ELttenpEer. But you take the figures as he gives them to 
you? 

Mr. Parrisu. Yes, sir. I have to come to an exact figure. 

Senator Youna. Could I ask a question there, Senator? 

Give me that document we had showing the list. 

T can understand how you have to sort of guess what you withdraw 
here, what you have left, but how did you arrive at all these odd 
numbers of bushels, even the pounds on every last one of those. 

Mr. Parrisu. As I said, we will take a figure here, 2 Hard, 21,611 
bushels and 10 pounds. Say, for instance, he might have shown 
21,000 bushels, 611 bushels and 10 pounds I figured out by what the 
elevator foreman told me he had left, I figured out he still had 21,000 
left, so | marked off 611 and 10. 

Senator Youna. How does it happen you have the bushels and 
pounds? 

Mr. Parrisu. I use the odd figures to mark it off. 

Senator ELLENDER. Your idea was to balance it? 

Mr. Parrisn. Yes, sir. 

Senator Youna. If you do it on an arbitrary basis. But it is 
difficult to understand how you get down to the odd bushels and 
pounds. 

Mr. Parrisu. That is probably the reason. 

Senator ELLENDER. That is all I have. 

The CHarrMan. Who are your other witnesses? 

Mr. Gurnaneg. Mr. Cannon. 

The CHatrMANn. Have you many questions you wish to ask Mr. 
Cannon? 

Mr. Guinane. Not too many. 


TESTIMONY OF LESTER J. CANNON, GENERAL FOREMAN, 
ELEVATOR B, GALVESTON WHARVES, GALVESTON, TEX. 


(The witness was sworn by the chairman.) 

Mr. Gurnane. Give your full name to the reporter, Mr. Cannon. 

Mr. Cannon. Lester J. Cannon. 

Mr. Gutnane. And what is your position at elevator B? 

Mr. Cannon. General foreman. 

Mr. Gurnane. How long have you been in that position? 

Mr. Cannon. Since January 1952. 

Mr. GuINANE. 1952? 

Mr. Cannon. Yes. 

Mr. Gurtnane. Prior to that, where did you work? 

Mr. Cannon. Well, I worked as a clerk at the elevator, and as 
assistant foreman. 

Mr. Gurtnang. And you became general foreman January 1952? 

Mr. Cannon. That’s right. 

Mr. Gurnane. So you were general foreman at the time this Sample 
grade Dark Northern Spring wheat, this Bunge wheat arrived at the 
elevator? 

Mr. Cannon. That’s right. 

Mr. Gurnane. What was the first information you had that was 
coming into the elevator, that you recall? 

Mr. Cannon. The first information I had was when I got a car in 
with the Sample grade Dark Northern Spring. 
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Mr. Guinane. How long had you been at work in the elevator prior 
to that? 

Mr. Cannon. Since 1948? 

Mr. Guinane. And you are quite familiar with grades of wheat, 
are you? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. When you saw that wheat, what type of wheat did 
you think it was? 

Mr. Cannon. Spring wheat. 

Mr. GuInaneE. Spring wheat good or Spring wheat damaged? 

Mr. Cannon. Damaged. 

Mr. GurInaNneE. What kind of damage? 

Mr. Cannon. I'd say it was frost damage. 

Mr. GuInaneg. The elevator received about a million bushels, a 
little over, did they? 

Mr. Cannon. That’s what they told me; I don’t know the stocks. 

Mr. GuinaNneE. Did you know of any frost-damaged wheat to that 
extent in the United States? 

Mr. Canon. No, sir. 

Mr. Guinang. Any domestic wheat? 

Mr. Cannon. No, sir. 

Mr. GuinaNneE. Did you conclude where that wheat came from when 
you first saw it? 

Mr. Canon. No, sir. I figured it came from the North. 

Mr. GuInaNe. Did you figure it came from Canada? 

Mr. Cannon. No, sir. 

Mr. Gurinane. Were you familiar with the fact Canada had a very 
heavy frost and millions of bushels of wheat had been damaged? 

Mr. Cannon. No, sir. 

Mr. Guinang. Did you hear conversations around the elevator 
then that this wheat was Canadian wheat? 

Mr. Cannon. In the beginning, no, sir. 

Mr. Guinane. When did you first hear it was Canadian wheat? 

Mr. Cannon. I heard rumors around there it was Canadian wheat, 
but nothing to substantiate the same. 

Mr. GuInaNgE. You didn’t trace the wheat back to Canada? 

Mr. Cannon. No, sir. 

Mr. GuInaNe. It was general knowledge it was Canadian wheat 
throughout the elevator, wasn’t it? 

Mr. Cannon. No, sir. 

Senator Youne. Did you ever receive any instructions not to mix 
this with IWA or ECA wheat? 

Mr. Cannon. No, sir. 

Mr. Guinaneg. And for all you know you probably mixed it with 
IWA or ECA wheat? 

Mr. Cannon. I wouldn’t know. 

Senator ELLENDER. You say you heard discussions in the end about 
this being Canadian wheat? 

Mr. Cannon. After the investigation started. 

Senator ELLENpER. In other words, when you saw it in the papers? 

Mr. Cannon. It became generally known. 

Mr. Guinane. Didn’t you hear conversations when this wheat 
came in the elevator between you and elevator men, did you ever talk 
to Mr. Kopecky about this wheat? 
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Mr. Cannon. Just that it was Northern Spring. 

Mr. Guinane. And no mention was ever made when it first arrived 
at the elevator that it was Canadian wheat? 

Mr. Cannon. None whatever. 

Mr. Gurnane. What instructions did you receive as general foreman 
concerning this wheat? 

Mr. Cannon. To use the wheat whenever I could. 

Mr. Gurnane. Were your instructions to get rid of as much as you 
could? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. And be very liberal? 

Mr. Cannon. Yes, sir. 

Mr. GuinaNne. And it would be up to you in making your mix to 
determine about how much of the Sample grade wheat could be mixed 
into outgoing wheat and still remain within the tolerance on the 
grade of wheat supposed to be loaded on this vessel; is it not? I am 
not very clear on that; if you understand. 

Mr. Cannon. I understand. Yes; I think that is what I under- 
stand. 

Mr. Gurinane. It is pretty much up to your judgment as to the 
amount to go in there? 

Mr. Cannon. Yes. 

Mr. Gurnane. If it is in pretty fair condition, not moldy, just frost, 
you could put a pretty heavy slug of that in mixing the wheat? 

Mr. Cannon. Yes, sir. 

Mr. Gurnane. You did that right along in the elevator with the 
assistance of the other men? 

Mr. Cannon. That’s right. 

Mr. Guinane. Did you ever receive any instructions not to place 
that wheat in a mix going on any particular ships? 

Mr. Cannon. Let’s see now. You mean did I[ receive instructions 
not to put any of that wheat on any certain ships, is that what you 
mean? 

Mr. GurInane. Yes, sir. 

Mr. Cannon. Yes, sir; I did. 

Mr. Guinane. When did you receive such instructions? 

Mr. Cannon. Well, now, I couldn’t remember that. 

The CuarrMan. Let’s ask that question in a little bit different 
manner. About how long ago do you think it was that you received 
information that this wheat could not go on certain ships, would it 
be 6 months ago, would it be in the calendar year of 1953? 

Mr. Cannon. 1952. 

The CHarrRMAN. You think it was back in 1952? 

Mr. Cannon. Yes, sir. 

The CHarrMan. What time of the year in 1952? 

Mr. Cannon. I don’t know. 1 don’t remember that. 

The CuHarrMan. You don’t remember when you received instruc- 
tions? 

Mr. Cannon. I just got them over the phone, and that is all I 
remember. 

The CuarrmMan. And the information you got over the phone was 
what? 

Mr. Cannon. That when certain ships are there, not to put any of 
this Northern Spring wheat on it. 
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The CHarrMAN. Would that be often? 

Mr. Cannon. No, sir. 

The CuartrMan. In other words, they would call up and say a ship 
with this name had been docked and don’t put any of this Northern 
damaged wheat aboard this ship? That is the kind of instruction 
they gave you? 

Mr. Cannon. That is correct. 

The CHarrMAN. Would you say that it was often that you got such 
instructions? 

Mr. Cannon. No, sir; I wouldn’t say it was often 

The CHarrMAN. How many times? 

Mr. Cannon. Senator, I couldn’t remember that. 

The CHarrMAN. Well, would you say it was so often that it might 
have been a dozen times? : 

Mr. Cannon. I am quite sure it would be a dozen times. 

The CHarrRMAN. You are sure it would be at least a dozen times? 

Mr. Cannon. It would be around there. I am not sure now. 

The CHarrMAN. Are you equally sure it might have been six in- 
stead of a dozen? 

Mr. Cannon. It could have been anywhere between six and a 
dozen. 

The CuarrMAN. A dozen ships or a dozen times you were informed? 

Mr. Cannon. Now, it could have been more or it could have been 
less, because at that time we were working night and day. 

The CuatrMaAn. Loading lots of ships? 

Mr. Cannon. Loading lots of ships and when those instructions 
come to me, and, if that ship was there, | wouldn’t do it. 

The CuHarrMan. Do you know when you had shipments of wheat 
going out under the International Wheat Agreement? Would you 
know that when you were loading? : 

Mr. Cannon. NO, sir. 

The CuarRMAN. You wouldn’t have that information? 

Mr. Cannon. NO, sir. 

The CuarrMaNn. Would you know when some of that was going as 
a direct purchase from Switzerland or any other country? 

Mr. Cannon. No, sir. I just get orders to load so much wheat of 
a certain grade on there. Where that boat goes or who it belongs to, 
I don’t know. Sometimes | know and sometimes I don’t. 

rjy ‘ y y y > , , . 9 

The CuarrMan. When you do know, how does that come about’ 

Mr. Cannon. Sometimes I get a slip, they send an order generally 
to the weigher, so much wheat going on; sometimes it comes to the 
bin room and I happen to glance at it. 

The CHarrMAan. Why would it go to the weigher one time and 
then to the bin room the next time? 

Mr. Cannon. Well, the man may have it in his hand and bring it 
out there. 

The CuarrMan. When you are loading those ships, do you weigh 
the grain coming out of each bin when it comes out of the bin? 

Mr. Cannon. No, sir. We cannot do that. 

The Cuarrman. If you are loading, say, 6 or 7 varieties of grain 
into the hold of a ship, where do you do the weighing? 

Mr. Cannon. Now, if you want me to, let me make that as clear 
as I can. 

The CuarrMan. Certainly. 
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Mr. Cannon. On a belt, like that, we have spouts coming on that 
belt all along. I may be pulling so much wheat out of this, so much 
out of that, so much out of this, and so much out of that. That all 
goes on that one belt together; that goes upstairs to the scale and is 
weighed. 

The CHarrMan. Yes. 

Mr. Cannon. Then, it is turned loose to go to the ship. 

Senator ELLENDER. Is it weighed? 

Mr. Cannon. All together. 

The CuHarrman. The composite sample on composite volume is 
weighed? 

Mr. Cannon. Yes, sir. 

The CuarrMan. And then when the scale is full, it is dumped and 
automatically goes to the ship, and the hopper is closed and it starts 
receiving. It is all automatic? 

Mr. Cannon. No, sir; it is not automatic. It is manual. 

The CHAIRMAN. You mean someone stands there and trips the scale 
as it is weighed? 

Mr. Cannon. We have a weigher at that scale. When that scale 
fills up, he has to cut the garner off. Your scale is made in two parts. 
The grain is coming up, goes into what they call the garner. Now, 
underneath this sits your hopper scale. Now, a man, there is a slide 
through here, and he opens that slide and that grain up there goes in 
that scale, and he is standing here. When he gets 2,000 bushels in 
that scale, he closes this garner. Then that grain goes on down below. 

Senator Youna. That scale isn’t automatic then. 

Mr. Cannon. No, sir. 

Senator Youna. In the more modern elevators that scale is auto- 
matic. 

The CuarrMAN. In most elevators that scale is automatic. 

Mr. Cannon. It just trips itself? I have never seen one of those. 

The CHarrMAan. Anyway, that is how it is handled and happens? 

Mr. Cannon. He opens the scale, this man gets the weight, and it 
goes down on a belt. 

The Cuarrman. How do you know how much to let in from No. 1 
bin. 

Mr. Cannon. Well, that is figured on what we call a notch proposi- 
tion, a feed on a belt constitutes 16 notches. 

The Cuarrman. A feed on a belt constitutes 16 notches? 

Mr. Cannon. Yes, sir. 

The CHarrMAN. How many pounds is supposed to go through on 
16 notches? 

Mr. Cannon. I don’t know. I think it runs about 16,000 bushels. 

The CuHarrMAN. How do you know how much to let in from No. 1 
bin and No. 8 bin in order that you get just the right grade in the 
vessel? 

Mr. Cannon. You make what you call—you have your No. 1 
wheat; you figure on the maximum amount of damage, which is 
2 percent. You take your No. 2 wheat and take the maximum 
damage, which is 4 percent. You go down to the No. 4 wheat and 
figure the maximum amount of damage, which is 7 percent. Then, 
you take and figure, to start off the mix you have to figure on the per- 
centage. You have to use so many notches of one; you know 1 notch 
is one-sixteenth of your feed, which averages a little better than 6.6 
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percent on a hundred. When you are running 1 notch, you figure 

you are runnin 6.6 of feed on that certain type grain. You have to 
fill out your feed with your other grains; you go up to the other grades, 
sample, maybe you can stand 1 notch. You figure that on 6.6 percent. 

Senator Younc. Do you overestimate sometimes and have to 
unload a cargo, get too much damaged kernels in? 

Mr. Cannon. Oh, yes, we get too much damaged kernels in. 

Senator Youna. You have it figured out in a pretty good system. 

[The CHAIRMAN. Suppose you are set up and are operating. The 
man down there taking samples is at the boat. Now, if he isn’t 
satisfied with your grade that is being put in the ship, in the vessel, 
then he says, ““This is not holding up to the United States Standards 
that is required here.”’ Then, what do you do? 

Mr. Cannon. Well, whatever it is. Now, if it’s on total damage, 
I will cut back on my damage; maybe I will cut back on my high 
grade. 

The CHarrMAN. What grade would you cut back? 

Mr. Cannon. He tells me how much I am over; I am supposed to 
know I am running, say, 6.6 percent of that feed at 1 notch. I know 
maybe that is where it is coming from. I eut back to maybe half a 
notch. 

Senator ELLENDER. You keep up on the other? 

Mr. Cannon. Yes. You increase on the other feed. 

The CuarrMan. Which do you come up on? 

Mr. Cannon. On your No. 2. 

The CHarrMAN. You fill the vessel, you have the ship full. Then, 
what do you do, go back to determine how much you took out of all 
the one ‘rent bins? 

Mr. Cannon. The only way you can determine that, Senator, is 
by es we call a sounding. 

The CuarrmMan. How do you proceed to take the sounding? 

Mr. Cannon. With a rope, a notched rope; you let that down in 
the bin; you know how deep your bin is. And you let that down 
in the bin, figure your space in your bin, and you know how much 
grain you have left in there. 

The Cuatrman. Where do you take the soundings, the center or 
the side? 

Mr. Cannon. The bin is open in the middle on top, and you have 
to let the rope right down through there. 

The CuarrMan. You let the rope down through the middle? 

Mr. Cannon. You walk along the top of the bin. 

The CuarrMAN. You let the rope down because it is taken out of 
the center, so you have a little dish, lake a saucer; your grain is 
higher in the outer edges than it is at the center. You take your 
soundings in the center of the bin. 

Mr. Cannon. Yes. 

The CuarrMan. And you determine if it’s all wheat, and depend- 
ing on the weight you know how much depth or how deep your 
cavity in the center is. 

Mr. Cannon. That’s right. 

The CuarrmMan. And that is how you take your sounding? 

Mr. Cannon. Yes. 

The CuarrMan. You take your sounding each time you take grain 
off that bin? 
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Mr. Cannon. No, sir. When we are rushing, we don’t have time. 

The CuHarrMan. Then how do you know the volume of grain you 
had in that bin? 

Mr. Cannon. We didn’t know. I take the sounding maybe at the 
end of a week or at the end of 2 weeks, any time I got time and a 
chance to do it. 

The Cuarrman. How did you figure what you would put aboard 
the various vessels? 

Mr. Cannon. I just figured it from what I had on line. 

The CuHarrMaNn. You just figured from what you were permitting 
on the line? 

Mr. Cannon. That’s right. 

The CHarrMan. And your total weights would be so much, and 
you'd go back and compute from each bin the number that you were 
permitting through by the notches? 

Mr. Cannon. Yes. 

The CuarrMAN. So you could arrive at practically what you had 
let aboard of the various grades? 

Mr. Cannon. Yes, sir. 

The CHarrMaNn. And all you had to do was a matter cf mathe- 
matics and referring to your previous records of other ships loaded 
out and the percentage you took out of each of the various bins, to 
arrive at and to go into that ship? 

Mr. Cannon. Yes. 

The CuHarrMANn. So you could compute by substraction and addi- 
tion what you put in? 

Mr. Cannon. That would not be an accurate figure. 

The CHarrMAN. Let us recess until tomorrow morning. It is 5:30. 

(Whereupon, at 5:30 p. m., the committee adjourned, to reconvene 
at 9 a. m., Wednesday, October 14, 1953.) 
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WEDNESDAY, OCTOBER 14, 1953 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 
AGRICULTURE AND FORESTRY, 
Galveston, Tex. 

The subcommittee met, pursuant to adjournment, at 9 a. m., in 
the United States district courtoom, United States Post Office Build- 
ing, Galveston, Tex., Senator Edward J. Thye of Minnesota, presiding. 

Present: Senators Thye (chairman), Young, and Ellender. 

The CuarrMan. If the assembly will please come to order, we will 
proceed with our hearing. 

The first person from whom we are going to receive a statement will 
be Dr. McLarty, and he is going to give us a report concerning Mr. 
Sweeney. 

Doctor, you may just be seated in that chair. 

(The witness was sworn by the chairman.) 


TESTIMONY OF DR. E. SINKS McLARTY, GALVESTON, TEX. 


The CuHarrMan. Doctor, state for the record your first name, and 
you possibly will have to spell that name for us. 

Dr. McLarry, E. Sinks, S-i-n-k-s, McLarty, M-c-L-a-r-t-y. 

The CuarrmMan. And you wish to testify as to the physical condi- 
tion of Mr. O. J. Sweeney? 

Dr. McLarty. D. J. Sweeney, David J. Sweeney. 

The CuHarrMan. Is that J. or G.? 

Dr. McLarry. J. 

The CHarrMaNn. David J. Sweeney? 

Dr. McLarty. Yes. 

The CuHarrMaNn. And he is assistant to the general manager of 
elevator B, Galveston Wharves, of Galveston, Tex.? 

Dr. McLarty. Yes, sir. 

The CHarrMAN. And he is a patient of yours? 

Dr. McLarty. Yes, sir. 

The CHarrMaNn. And you think he is not in a physical condition 
that would permit him to appear before this public hearing? 

Dr. McLarty. That is correct. 

The CHarrMAN. And we, as a committee, should have information 
from him. Do you think it would be of physical injury to him were 
the committee to go to his bedside or to his home and obtain testimony 
from him? 

Dr. McLarty. Yes, sir; I think it would be detrimental. Now, 
he is in a convalsecent stage now. He had what has been slightly 
called a nervous breakdown. 


451 








452 IMPORTATION OF FEED WHEAT 


I have know Dave for many years, when he was in high school. 
And Dave is a particularly tense 

The CuarrmMan. How old a gentleman is he? 

Dr. McLarry. I don’t know his exact age. But due to this 
tenseness, he has developed what we call pathological depression, 
from which he is convalescing now. But any stress or strain or 
emotional upset would be a deterring factor and he would be thrown 
right back. 

The CHAIRMAN. Supposing he wanted to get something off his 
mind that was disturbing him, and he asked to make a statement to 
the committee. If he made that request to the committee, then it 
might be a mental relief to him to have it off his mind; wouldn’t it? 

Dr. McLarty. Yes, that could be true. But I frankly do not be- 
lieve that he should be subjected to any stress or strain at the moment. 

The CuarrMan. If he asked of the committee that he be privileged 
to make his statement, then the committee would be doing him and 
you, as his medical doctor, a favor by permitting him to get some- 
thing off his mind that might be greatly disturbing him. 

Dr. McLarty. That is true; yes. 

The CuarrMan. And if he asked that he might make a statement, 
then you as his medical adviser might consider it would be a relief to 
him to make a statement and get his mind set at ease over something 
that he may be greatly worried about? 

Dr. McLarry. Anything that would help a patient, of course, the 
doctor is willing to go along on. 

The CuarrMan. Well, then, if he asked the committee if he might 
be privileged to make a statement on the record, then of course the 
committee would be perfectly justified in going to his bedside? 

Dr. McLarty. Senator, you have this to consider. In anyone 
that has been ill, is functionally sick—in other words, just for example, 
if a fellow has typhoid fever or a toxic disorder or any sort of illness, 
it affects their judgment and it affects their statements, because they 
are sick. As far as I am concerned, if Dave were to want to testify, 
V’ll go with him. 

The CuarrMAN. You would go with him? 

Dr. McLarty. Yes, sir. 

The CHarrMAN. You mean as his doctor? 

Dr. McLarry. I would concede the point. 

The CHarRMAN. Yes. 

Dr. McLarty. But I don’t think any stress or strain at the present 
moment would be very beneficial. 

The CuarrmMan. Well, thank you, Doctor. 

Senator ELLENDER. How long has he been ill, Doctor? 

Dr. McLarty. He has been ill for several months. 

Senator ELLENDER. Can’t you be more specific? 

Dr. McLarty. Well, since last fall, it’s been very near a year; 
he has been tense, tight, couldn’t sleep, and then his judgment got 
off in regard to himself. He thought he had a heart attack, and that 
is the way I got him in the hospital in July. And all of his thoughts 
about himself were distorted, like you have in these sort of things, 
in these sort of illnesses. When a man’s judgment gets to that point 
about himself, his functions are just off. 

Senator ELLeNpER. Has he been confined? 
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Dr. McLarty. We had him in the hospital; we put him in there 
somewhere around the middle of July. I don’t remember the exact 
date. And he was in such a confused state about himself and so 
apprehensive about himself that we re oaned to shock treatments 
But he is convalescing beautifully now and will be perfectly norm: al: 
but we have to watch and see how he gets along. 

Senator ELLENDER. How long do you expect his present condition 
to continue? 

Dr. McLarty. I don’t think anyone can honestly answer that. 
I think you have to watch a thing develop and see how it comes along. 
Certainly, he will make a complete recovery. He is doing very nicely 
now, and I don’t want to imply in any form or fashion that he is 
mentally incompetent. Medically, I would say he is mentally com- 
petent, but legally, I don’t know whether he is mentally competent 
right now or not. 

The CuarrMANn. Any questions, Senator Young? 

Senator Youna. If he should make a request of the committee to 
come down there to hear something he had to say, would you advise 
against it? 

Dr. McLarty. I would certainly advise against it, because I don’t 
think it would be right and just to him as a patient right now. Because 
any stress and strain—I have had consultations on him; I have had 
Dr. Towler, who is a psychiatrist as well as professor of the school, 
and I have an affidavit from Dr. Towler, because we evaluated this 
very carefully because we considered the advisability or inadvisability 
of him appearing; and this is not just my opinion, but Dr. Towler’s 
opinion. I have an affidavit in my pocket from him, that if you care 
I will read it. 

Senator Youna. I think you should. 

The CuHarrMan. I think it will be well to have that in the record. 

Dr. McLarty (reading): 

To Whom It May Concern: 


This is to certify that I saw Mr. David J. Sweeney at St. Mary’s Infirmary on 
July 26, 1953, in consultation with Dr. E.S. McLarty. Mr. Sweeney was found 
to be suffering from a very profound state of nervous tension, depression, and 
exhaustion and a clinical diagnosis of pathologic depression was established 
Mr. Sweeney remained on in St. Mary’s Infirmary under our care and treatment 
until August 22, 1953, and at the present time is still under convalescent car2 and 
management. 

I have urgently advised Mr. Sweeney against attempting to resume any of his 
former work and responsibilities as well as to avoid subjecting himself to any type 
of stressful situation. Although Mr. Sweeney’s condition is decidedly improved 
at this time his condition is still such that stress gives rise to a disturbance in his 
feelings, in his sleep, and his judgment. 

That is an affidavit of Dr. Towler, dated October 8, 1953, and he 
has since seen him. 

And then, here is an affidavit that I prepared that you can just put 
in your record. This is substantially what I have said already. 

(The document referred to above is as follows:) 

McLarty CuInIc, 
r Galveston, Tex., October 9, 1953. 
Re: Mr. David J. Sweeney. 
To Whom It May Concern: 


For the past 9 months the above party has been under constant medical care. 
In July 1953 it was found necessary to hospitalize this man. In our opinion he 
had a pathological depression and we felt that he needed shock treatments. We, 
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therefore, called in Dr. M. L. Towler for consultation who concurred in this diag- 
nosis and instituted treatment. 

In our opinion it would not only be detrimental to his health to be subjected 
to stress and/or strain such as would occur at the Senate investigation, but might 
precipitate permanent and total disability. We, therefore, request that this man 


be excused from the hearing. 
E. Sinxs McLarty, M. D. 
Wiuuiam A. Witson III, M. D. 
State or TEXAs, 
County of Galveston: 

Before me, the undersigned authority, on this day personally appeared the 
above named FE. Sinks McLarty, M. D., and William A. Wilson III, M. D., who 
upon oath deposes and says that the above statements are true and correct to 
the best of their knowledge and belief. 


[SEAL] Guapys M. Farris, 
Notary Public in and for Galveston, County, Tex. 

Date: October 9, 1953. 

The CHarrRMAN. Any questions? 

Senator Younc. A moment ago, Doctor, if I got your answer 
correctly, you stated that if Mr. Sweeney made this request, this 
request that someone come down there so he could testify, you seemed 
to indicate that might be all right. 

Dr. McLarty. Well, I indicated I would go with it, but I still would 
be opposed, because after all, I don’t want to go against my patient. 
But I still feel that way; we should leave Dave alone for a little while 
and let him come along and improve, and I will be very glad if you all 
will designate as soon as I think it is safe for him to testify in any form 
or fashion, I will be glad to let you know; you can send a Member 
down, get your court reporter, get a deposition or whatever you want. 
But now is not the time. 

The CHarrMan. But, Doctor, he has sent word to the committee 
he would like to testify; and if he did that, he may want to get some- 
thing off his mind that is highly disturbing. 

Dr. McLarty. Senator, I saw Mr. Sweeney this morning, and I 
asked him pointblank, “Dave, o, you want to go testify?” ‘‘ Well,” 
he said, ‘‘do you think I can?” I said, “I would advise against it.” 
And he said, “ Well, no,” he said, “I can testify later, can’t I?” I said, 
“Surely you can. It is just a matter of giving yourself time where 
your judgment, your feelings, and your emotions are in check to where 
you will stabilize.” He said, “Well, that is what I want to do, later. 

That was not more than an hour ago. 

Mr. Gurnane. Doctor, did you ask him whether he desired to have 
one Senator come out there and interview him and give a statement? 

Dr. McLarty. I brought that up, and asked him about that. But 
frankly, I think it would be detrimental, even that; I brought it up, 
because after all, I want to do what is right. 

Mr. Gurnane. My question was: Did you ask him about that, and 
what did he say? 

Dr. McLarty. At first, I went to see him last night and he was 
in favor of that. And this morning, he wasn’t. Now, Dave didn’t 
sleep well last night. We gave him enough medicine that would 
suffice for 3 or 4 of you gentlemen. And that shows the emotional 
tension he is under, and this is not just today, not on account of 
the investigation. This has been going on for quite a while. He is 
so tense an individual that several years ago—— 


IMPORTATION OF FEED WHEAT 455 


Mr. Gurnane. What did he say when you asked him whether he 
wanted to give a statement out at his home today? 

Dr. McLarty. He didn’t think that he could, this morning. 

Mr. Gurnane. He told you that this morning? 

Dr. McLarty. Now, last night, he was in favor of it. 

The CHarrMan. Yes. 

Dr. McLarty. But Dave is such a tense individual that he even 
developed gastric ulcers and had a profuse hemorrhage several years 
ago. He is that type. But we have him pretty well under control. 
He is coming along all right, and I will be very glad, I will repeat, 
as soon as we think it feasible, not only my opinion, but I will get 
special opinion for you and let you know, and you can get your 
deposition. But I don’t think now is the time. 

The Cuarrman. Any further questions? 

Thank you, Doctor. 

Mr. Cannon, will you return to the stand, please. 


TESTIMONY OF LESTER J. CANNON, GENERAL FOREMAN, ELE- 
VATOR B, GALVESTON WHARVES, GALVESTON, TEX.—Resumed 


The CHarrMan. Mr. Guinane, you may proceed with the ques- 
tioning of the witness. 

Mr. Gurinane. Mr. Cannon, it is your responsibility, or was, 
during 1951 and 1952, to arrange the mix that went on various vessels 
as you received instructions to load vessels of a certain grade; is that 
right? 

Mr. Cannon. I was working under orders of the foreman, general 
foreman, and I was still 

The CHarrMAN. Can you speak ron a little louder, because it’s 
difficult for everyone to hear you, Mr. Cannon. So, speak just a little 
louder, please. 

Mr. Cannon. All right, sir. 

Mr. Guinange. Who was the general foreman at that time? 

Mr. Cannon. Mr. Hines. 

Mr. Guinane. When did Mr. Hines leave and when did you take 
over as general foreman? 

Mr. Cannon. In 1952 

Mr. GuINANE. 1952? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. Did Mr. Hines give you any special instructions 
with reference to loading or getting rid of this damaged wheat, this 
Sample grade Dark Northern Spring wheat? 

Mr. Cannon. Well, if my recollection is correct, | don’t remember 
any being in the elevator in 1950. 

Mr. Gurnane. Now, after that stuff arrived at the elevator, did you 
receive any special instructions from anyone as to mixing that wheat? 

Mr. Cannon. | was told to get rid of it as I would any other 
offgrade grains. 

Mr. Guinane. And in pursuance of those instructions, in your 
regular duties, you mixed that wheat in with other grades of wheat 
that were in the elevator when you were loading ships? 

Mr. Cannon. Correct. 

Mr. Guinane. And did you receive any special instructions with 
reference to any particular ships? 
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Mr. Cannon. Well, there were a few ships that I was told not to 
put it on, as you asked me yesterday. 

Mr. Guinane. Do you recall receiving those instructions as to a 
few ships in 1953? 

Mr. Cannon. That was in 1953. 

Mr. Guinane. That was very late in this operation? 

Mr. Cannon. Wait a minute. Let me get that straight. That was 
in 1952 

Mr. GuINANE. 1952? 

Mr. Cannon. That’s right. 

The CHAIRMAN. But were you foreman in 1952? 

Mr. Cannon. Yes, sir. 

Mr. GuiInane. You were foreman in 1952? 

Mr. Cannon. Yes, sir; January 1952. 

Mr. Guinane. Were you foreman or general foreman? 

Mr. Cannon. General foreman. 

Mr. Guinane. And there were a few instances you received such 
instructions? 

Mr. Cannon. Yes, sir. 

Mr. Gurnane. You don’t recall the names of those ships? 

Mr. Cannon. No, sir. 

Mr. Gurnane. In your loading operations, from your experience, 
when you received instructions to load, say, a No. 2 cargo, you would 
not have to make any inspection as that wheat flowed onto the belt; 
would you? From your experience you would arrive at a certain 
proportion of No. 1, No. 2, Sample grade, and so forth? 

Mr. Cannon. T hat’ s right. 

Mr. Guinane. Then, you would order the boys operating the chutes 
to let that amount down the elevator? 

Mr. Cannon. Correct. 

Mr. Guinane. You are familiar with the grain standards; are you? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. What percentage of Sample grade wheat can go in 
a No. 1 mix? 

Mr. Cannon. Now, when you put it that way, it’s different than 
it would be referred to. In a No. 1 mix, you are allowed 2 percent of 
total damage. 

Mr. Guinane. Two percent? 

Mr. Cannon. Yes, sir. You are allowed 1 percent of foreign 
material. You are allowed nine-tenths of 1 percent for dockage. You 
are allowed 5 percent of other classes. That’s all I can remember right 
now. 

Mr. Gurnane. And in No. 2 wheat, what are the figures? 

Mr. Cannon, Well, it would be 4 percent of total damage, 2 percent 
of foreign material, 10 percent of other classes, nine-tenths of 1 percent 
of dockage 

Mr. Gurnane. Now, in mixing a No. 2 mix into a cargo, would you 
ever use as much as 44 percent Sample grade Dark Northern Spring 
wheat to arrive at a No. 2 hard winter wheat mix? 

Mr. Cannon. No, sir. 

Mr. GuINANE. That would be an impossibility, wouldn’t it? 

Mr. Cannon. Correct. 

Mr. Gutnane. You would end up with a sample grade cargo instead 
of a No. 2 cargo? 

Mr. Cannon. Yes, sir. 
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Mr. Gurinane. While you were gener: . foreman, there were a 
large number of ships loaded with wheat on orders received from 
Commodity Credit Corporation, were there oon 

Mr. Cannon. I couldn’t answer that question because I do not 
know who the ships belonged to or who they were for. 

Mr. Gurnane. You would ordinarily know who the shipper was, 
wouldn’t you? 

Mr. Cannon. No, sir, not ordinarily. Sometimes I’d know. 

Mr. GuinaNne. Don’t you receive slips when you get orders to load, 
showing the name of the shipper and the required mix, and so forth? 

Mr. Cannon. Those slips come to the front office. 

Mr. Gurnane. The front office in the elevator? 

Mr. Cannon. Yes, sir. Then, they are sent up to the weigher. 
Sometimes I see some of them; but as an average, I don’t pay any 
attention to who the grain is for. 

Mr. GuinaNne. I see. So, in loading ships for Commodity Credit 
Corporation or Bunge Corp. or others, you would just follow your 
routine manner of getting a mix to answer the requirements of a 
No. 1, or No. 2, or No. 3 cargo? 

Mr. Cannon. Correct. 

Mr. Gutnane. Did you ever receive orders from your supervisors 
to plug any ships, as Mr. Thornton referred to yesterday? 

Mr. CANNON. Yes, sir, L have. 

Mr. Gurnane. Now, do a recall what particular ships those w ere, 
or did it happen too often? 

Mr. Cannon. No, sir, I don’t remember what ships it was. 

Mr. Guinane. You received such orders quite often; did you? 

Mr. Cannon. Quite often. 

Mr. Guinane. And when you received such orders what would you 
then, in the operation of the elevator, what would you do? 

Mr. Cannon. Well, I tried to get rid of it if I could. 

Mr. Gurnang. What? 

Mr. Cannon. The offgrade wheat 

Mr. Gurinane. And as much as you possibly could? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. Without regard to any qualifications as to mix? 

Mr. Cannon. Yes, sir. 

The CuarrMan. In which manner would you try to get rid of it, 
by just opening up the off-quality spouts a few more notches and let 
the grain flow faster? 

Mr. Cannon. That’s right. 

The CuarrMan. Would you keep watch over the sampler as he 
moved to and fro from the various hatches aboardship to make ¢ e rtain 
that you’d know just when to open that a notch or two further? 

Mr. Cannon. Well, that was the men that take care of that. 

The CuarrMaAn. You didn’t have any of that responsibility? 

Mr. Cannon. That’s right. 

The CHarrMAN. But you would give instructions to the men: ‘You 
get that low grade running as fast as you can, and you keep an eye 
on the sampler ”’ Is that the kind of instructions you gave them? 

Mr. Cannon. Yes. 

The CHAIRMAN. That is the instructions you received from the 
management of the Galveston Wharves? 

Mr. Cannon. Yes, sir. 
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The Cuarrman. And their instructions to you were to get that 
offgrade stuff out of your elevator just as fast as you could? 

Mr. Cannon. Yes, sir. 

The Cuarrman. And you followed that out by telling the men who 
handled the spout? 

Mr. Cannon. Yes, sir. 

The CuarrMaANn, You simply moved that up as many notches as 
you could but you told them, ‘Always keep an eye on the sampler.’ 
Is that the language? 

Mr. Cannon. That is the way it worked. 

The CuarrMan. That is the language you used around there, the 
common layman’s language or doc -kworker’s language, so as to get 
that grain out of that bin and into those ships, and you cautioned 
them to be sure they knew where the sampler was all the time? 

Mr. Cannon. Yes. 

The Cuarrman. If the sampler went for a cup of coffee, that was 
an excellent time to get rid of that? 

Mr. Cannon. Correct 

The CHarrMan. And he did go for coffee? 

Mr. Cannon. Yes. 

The CHarrMAN. That was the instructions to the men operating 
the spout? 

Mr. Cannon. Yes, sir. 

The CHarrMan. And that was the general instructions of the 
management or you wouldn’t dare do that? 

Mr. Cannon. That is the general practice of all elevators. 

The CuarrMan. How many elevators have you worked at? 

Mr. Cannon. Three or four that I know of. 

The CHarrMan. You mean right here at Galveston? 

Mr. Cannon. No, sir. I have worked at two here. 

The CHarrMAN. How many years have you been here with the 
Galveston Wharves? 

Mr. Cannon. I have only been here since 1948. 

The CHAIRMAN. 1948. 

Mr. Cannon. Yes, sir. 

The Cuarrman. And you worked for whom prior to that time? 

Mr. Cannon. I worked for the Government. 

The CHArRMAN. What government? 

Mr. Cannon. United States Government. 

The Cuarrman. I didn’t know whether you had reference to the 
government of Texas or the Government of the United States. 

Mr. Cannon. The United States. 

The CuarrMan. In what capacity? 

Mr. Cannon. As a grain sampler. 

The CHArRMAN. You were a United States grain sampler? 

Mr. Cannon. Correct. 

The CHarrMan. And you knew then they were doing the same thing 
at the elevators? 

Mr. Cannon. Oh, yes. 

Senator Youna. How did you get along with the Federal Govern- 
ment? 

Mr. Cannon. I got along all right. 

Senator Young. Did you quit or lose your job? 

Mr. Cannon. I lost my job. 
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Senator Younc. On account of what? 

Mr. Cannon. Excess samples, I took some excess samples. 

Senator Youna. In other words, you were fired for being a little 
crooked? 

Mr. Cannon. How is that? 

Senator Youna. You were fired for being a little crooked? 

Mr. Cannon. I wouldn’t say I was crooked. 

Senator Young. What did you do? 

Mr. Cannon. I took some extra samples for my own benefit. 

Senator Youne. What did you do with those samples? 

Mr. Cannon. I sold them. 

Senator Young. You stole some wheat; didn’t you? 

Mr. Cannon. No, sir. I didn’t steal it. It was extra samples, 
practically given to me, some of it. 

Senator Youna. That was an illegal practice; wasn’t it? 

Mr. Cannon. I didn’t think so at the time. 

Senator Youna. Tell me again what you got fired for. 

Mr. Cannon. I got fired for taking extra samples and using it for 
my own benefit, some for chicken feed and a little bit I had extra I 
gave to some other people. 

Senator Youne. How much did you take altogether? 

Mr. Cannon. Not much. 

Senator Youne. How come they fired you if that was the general 
practice or was all right? 

Mr. Cannon. It was wrong. I acknowledge that. 

Senator Young. It was wrong but it wasn’t crooked? 

Mr. Cannon. I guess it was crooked. 

The CHarrMAN. Well now, when you refer to a sample, you take 
how much as a sample now, would it be a pound of grain or 2 pounds 
of grain? 

Mr. Cannon. No. It’s about 5 pounds. 

The CHarrMan. About 5 pounds. And you just accumulated a 
lot of 5-pound lots, representing maybe 10 or 12 bushels of grain, 
and you just took that home? 

Mr. Cannon. That’s right. 

The CHarrMan. And you had been carrying out that sort of a 
practice? 

Mr. Cannon. That’s right. 

The CuatrMan. Now, what is the customary procedure in handling 
those samples? 

Mr. Cannon. Well, those samples go to the grain laboratory. 

The CuHatrman. And then, after they get to the grain laboratory, 
after the grain laboratory is through with them, what do they do 
with them? 

Mr. Cannon. Sell them. 

The CHarrMan. And instead of this being sold, you took it home? 

Mr. Cannon. That’s right. 

The CHarrMan. And that is what you were fired for? 

Mr. Cannon. That’s right. 

Senator ELttenpEeR. Mr. Cannon, your testimony makes me a little 
bit disappointed. 

Mr. Cannon. Yes, sir. 

Senator ELLENpDER. Because I think it is a hideous practice. You 
were asked by the attorney a moment ago about a 46-percent mixture 
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of this off-grade wheat. Would you be able to swear those ships were 
loaded wherein the amount of bad wheat was not as much as 46 
percent? 

Mr. Cannon. Yes, sir; I think I can swear to that, Mr. Senator. 

Senator ELLENpER. You do? 

Mr. Cannon. Yes, sir. I don’t remember putting that much on 
any ship. 

Senator ELLenpDER. But you did put more than you thought should 
have gone in that ship? 

Mr. Cannon. Yes, sir. 

Senator ELLENDER. You plugged it, in other words? 

Mr. Cannon. Yes, sir. 

Senator ELttenpER. There should be a law against it, and whoever 
does it should go to jail. 

The CuarrMan. There is a law against it. In fact, the Government 
has inspectors and those inspectors are endeavoring to catch a practice 
like that. However, if the inspector turns his back and if the manage- 
ment and down through all his employees are determined to plug that 
ship, it might be the inspector turns his back and wham. They open 
the notches and run a lot of off-grade grain. It is a practice and if 
this hearing accomplishes nothing else, at least it will establish this 
fact. We are throwing some light every day on some unwholesome 
practices on the wharf business. 

Senator Youna. Farmers are severely penalized if they sell dam- 
aged grain or grain with foreign material, or sprouted grain, or that 
with a high percentage of dockage. And here I find where you can 
make a profit sloughing off this poor grain, sample grade wheat, unfit 
for human consumption wheat, for what is supposed to be hich. ‘grade 
wheat—something farmers take a pride in producing. I know the 
kind of testimony presented at these hearings here will be very dis- 
couraging to the wheat people. 

Mr. Cannon. I am telling the truth. 

Senator Youna. I know you are being paid to do what you do. 

Mr. Cannon. I am paid a salary. 

Senator Youna. I think many people could throw quite a bit of 
light on this case if they were willing to talk. 

The CuarrMan. The producer who comes in with excessive moisture 
or sprout damage immediately may suffer 5, 10, or 15 cents a bushel 
reduction because of this damage. The man who has frost-damaged 
wheat may suffer a similar amount because it is frost damaged. But 
it comes down here to a wharf and the management of a wharf con- 
ceives all manner of ways in order that they can make up and get 
No. 1 price for that grain for which the producer had already been 
charged a loss because of the damage. It is just fantastic that men 
would resort to anything like it. 

Mr. Cannon. Well, it has been going on as long as I have been in it. 

The Cuarrman. And you have been in two elevators and it was 
practiced in those elevators 

Mr. Cannon. Yes, sir. 

The CHarrMAN. You came here with experience not only as a 
Government inspector, but in the other elevators, and you applied 
your expe rience in plugging ships? 

Mr. Cannon. It was the practice in the other elevator when I was 
over there. 
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Senator ELLENDER. Where? 

Mr. Cannon. New Orleans. 

Senator ELLENDER. What elevator? 

Mr. Cannon. The public elevator. 

Senator ELLENDER. Owned by whom? 

Mr. CANNON. By the dock board. 

Senator ELLENDER. How long were you there? 

Mr. Cannon. From 1916 to 1921. 

Senator ELLENDER. Can you tell us what you did in order to plug 
ships? 

Mr. Cannon. Well, in those days, as I recollect, an inspector did 
the mixing for ships in the elevator. 

Senator ELLENDER. The inspector? 

Mr. Cannon. Yes, sir. 

Well, we mixed the grain on the belt and the sampler would be 
upstairs on the belt. Well, when he left, we’d go ahead and use the 
offgrade grain. 

Senator ELLENDER. When you say “inspector,” was it a Govern- 
ment inspector? 

Mr. Cannon. They had Government inspectors. No, the Govern- 
ment inspector didn’t do it. It was the board of trade inspector 
At New Orleans, it was the board of trade inspectors. 

Senator ELLENDER. Was there any Government supervision of any 
kind at the time? 

Mr. Cannon. There was some. 

Senator ELLeENpER. What happened to them? Did they catch 
you doing these things? 

Mr. Cannon. No, sir. 

Senator ELLENDER. You just watched them, I suppose? 

Mr. Cannon. Yes, sir. 

Senator ELLENDER. Didn’t you know that was wrong? 

Mr. Cannon. Well, I thought the idea was to get rid of the grain. 
That is the way I was brought up all the way through the grain trade. 

Mr. Gurnane. Mr. Cannon, you would slug the ships when con- 
ditions were good, that is, when samplers were away or inspectors 
were away and so forth, would you not? 

Mr. Cannon. Yes, sir. 

Mr. Gurinane. Without regard to the name of the ship or who was 
shipping the cargo? 

Mr. Cannon. Yes, sir. 

Mr. Gurnane. And if Commodity Credit Corporation was shipping 
wheat out of these elevators, either Galveston or New Orleans e le vator, 
their ships would be slugged regardless of who the shipper was? 

Mr. Cannon. Well, I wouldn’t know who was shipping it. 

Mr. Gurnane. You wouldn’t know? 

Mr. Cannon. No, sir. 

Mr. GUINANE. And you got your instructions from the front office, 
you say? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. Were those instructions in writing? 

Mr. Cannon. No, sir. 

Mr. Guinane. Did you ever see any instructions in writing? 

Mr. Cannon. No, sir. 
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The Cuarrman. Mr. Stanton will ask some questions. He is 
counsel for the Senate Agriculture Committee. 

Mr. Sranron. Have you also worked in the front office? 

Mr. Cannon. No, sir; I have never worked there. 

Mr. Stanton. Do you know how the front office gets its instruc- 
tions? 

Mr. Cannon. By phone. 

Mr. Stanton. They get instructions in writing also? 

Mr. Cannon. No, sir. 

Mr. Guinane. Mr. Cannon, did you receive any money whatsoever 
from the ele vator company for mixing this wheat, other than your 
regular salary? 

Mr. Cannon. Not a dime. 

Mr. Guinane. Did you receive any money from the Stone Forward- 
ing Co.? 

Mr. Cannon. No, sir. 

Mr. Guinane. Or from the Bunge Corp.? 

Mr. Cannon. No, sir. 

Mr. Gurinane. Or from Gano Grain Corp.? 

Mr. Cannon. No, sir. 

Mr. Gurnane. Do you know Dick Bailey? 

Mr. Cannon. No, sir. 

Mr. GuinaneE. Did you receive any money whatsoever for handling 
this mix from any persons or any shippers out of the elevator? 

Mr. Cannon. No, sir. 

Mr. GuInaNne. You did not? 

Mr. Cannon. I did not. 

Mr. Gutnane. Were you general foreman of the elevator when the 
steamship Stad Leiden was loaded? 

Mr. Cannon. Yes, sir. 

Mr. Guinane. Will you tell us what instructions you had and how 
that ship happened to be loaded? 

Mr. Cannon. Well, I was not there at the time. 

Mr. GuinaNne. That ship was being loaded at night, was it? 

Mr. Cannon. Yes, sir. 

Mr. Gurnane. And you were not at the elevator? 

Mr. Cannon. No, sir. 

Mr. GurInane. What instructions did you give your men with 
reference to loading that ship? 

Mr. Cannon. The same instructions that I always did, standard 
instructions. 

Mr. Guinane. If they got a good opportunity, to slug it? 

Mr. Cannon. That’s right. 

Mr. Gurinane. That is all the questions I have. 

Senator Youne. You said you had never received any payments 
of any kind from these grain companies. 

Mr. Cannon. No, sir. 

Senator Youna. Did you receive any Christmas presents? 

Mr. Cannon. I got some whisky, a bottle of whisky. 

Senator Youne. Did you get any other, any cash presents, any 
money? 

Mr. Cannon. Well, I got a bonus, a 2 weeks’ bonus is all, from the 
elevator. We get that every year. 
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Senator Younc. But no Christmas present in cash from other 
concerns? 

Mr. Cannon. No, sir, not that I remember, because—— 

Senator Younc. Was your salary comparable to the other men’s 
salary in that division, who were doing similar work? 

Mr. Cannon. No, sir. It is a different rate of pay. I get a little 
more. 

Senator Youna. Little or how much? 

Mr. Cannon. My salary is about four sixty-seven a month. ' 

Senator Younac. Four hundred sixty-seven per month? 

Mr. Cannon. Yes, sir. 

Senator Younc. And would you say, is that your take-home pay 
or your total wage? 

Mr. Cannon. No, sir. That is the total wage. 

Senator Young. The total wage. And was that wage higher than 
your fellow workers? 

Mr. Cannon. Yes, it’s a higher rate of pay because - 

Senator Younc. How many of you were in that same classification 
that you held? 

Mr. Cannon. Well, I was the general foreman. There is an assist- 
ant foreman. He gets $440, and the other foreman gets $420. 

Senator Young. Fine. You have answered my question. 

All right. Thank you, Mr. Cannon. 

Mr. Cannon. Will you need me any more? 

The CHarrMAN. We may not need you, You have answered this 
question, that no one ever told you that any of that grain was Cana- 
dian grain? 

Mr. Cannon. Correct. 

The CuarrMaANn. No one ever told you, from the management down, 
that this was frost-damaged wheat that came out of Canada and, 
therefore, you had to watch that grain to make certain that that grain 
did not get mixed with the other grain? Nobody ever told you any 
such story? 

Mr. Cannon. No, sir. 

The CHarrMan. And you had never had that told you by the 
management, had you? 

Mr. Cannon. No, sir. 

The CuHarrMaAn. Well, you know the testimony that we have re- 
ceived, both in Minneapolis and elsewhere, does not square with your 
statement. 

Mr. Cannon. Well, I am sorry, Senator, but when that stuff comes 
in, if it’s unfit for human consumption, the Government sends us a 
letter declaring this stuff unfit. Now, samples were submitted to the 
Government; we were told it was not unfit grain, that we could use 
it; so I proceeded to use it. 

Senator ELLENDER. Were you sent some documents to indicate 
that? 

Mr. Cannon. No, sir; we weren’t sent any, but when it is declared 
unfit, they send us a letter stating this grain is unfit for human con- 
sumption and shall not be mixed in grain of that quality. 

Senator ELLENDER. Were samples of this particular wheat ever 
sent to the Government? 

Mr. Cannon. Yes, sir. 

Senator ELLENDER. By whom? 
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Mr. Cannon. By the cotton exchange. 

Senator ELLENDER. The cotton exchange from here? 

Mr. Cannon. Cotton-exchange inspectors. 

Senator ELLeNpER. And the report on that was it was wheat fit 
for human consumption? 

Mr. Cannon. That is the report that came back to me, that it is 
O. K. to use. 

Senator ELLENDER. And it was verbal? 

Mr. Cannon. Yes, sir. 

Senator ELLENDER. Would you be able to tell us what percentage 
of the wheat that comes in during a year, let’s say, to these ware- 
houses that is undergrade or similar to this frost-dam: ized wheat? 

Mr. CANNON. No, sir: 1 couldn’t tell you. 

Senator ELLENDER. You couldn’t tell us? 

Mr. Cannon. No, sir. 

Senator ELLENDER. Would you say it is a quarter of it or a fifth of 
it? 

Mr. Cannon. You mean unfit wheat? 

Senator ELLENDER. | mean wheat that is unfit; that is, in the cate- 
gory of 15 percent damage or more. 

Mr. Cannon. Well now, 15 percent or more, Senator, that wheat 
is not declared unfit. I have had wheat as high as 

Senator ELLenpeER. I understand. But it is a low grade. 

Mr. Cannon. It is a low grade. 

Senator ELLeENpER. How much of the wheat received by this con- 
cern would you classify as low grade? 

Mr. Cannon. I couldn’t tell you that, Senator. I don’t have the 
books. I don’t know who the wheat belongs to. 

Senator ELLENDER. I didn’t ask as to any particular person. I am 
talking about what percentage of the wheat handled by this ware- 
house or storage place that is classified as low grade and which you 
are supposed to mix with good wheat? 

Mr. Cannon. Well, I couldn’t tell you that, Senator. I don’t 
keep the records on it. It comes in, when that bin is gone, it is 
rubbed off, and I may end up putting 3 wheat in a bin where I had 
sample grade before. 

Senator ELLENDER. How many bins do you have in B elevator? 

Mr. Cannon. I know, but I can’t think of it. 

Senator ELLeNpER. Are they of the same size? 

Mr. Cannon. No, sir. You have some bins in there that will hold 
22,000 to 25,000 bushels; you have some bins that will hold up to 
30,000 or a little better; you have what you call an interstice bin 
which will hold, some will hold five, some will hold six or seven 
thousand. 

Senator ELLENDER. Did you ever have elevator B filled wherein 
you would say as much as a quarter of it was damaged wheat? 

Mr. Cannon. I wouldn’t remember that, Senator. 

Senator ELLENDER. You wouldn’t remember? 

Mr. Cannon. No, sir. 

Senator YounGc. May I ask another question? 

The CHAIRMAN. Yes. 

Senator Youna. There was a little more than a million bushels of 
this frost damaged wheat received in your elevator? 

Mr. Cannon. Yes, sir. 
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Senator Younc. Was there any part of that, to vour knowledge, 
sold as feed as it was supposed to, under importation? 

Mr. Cannon. No, sir; I wouldn’t know where it was sold or how it 
was sold. 

Senator Younc. You said you mixed it off; you would know if 
any of it went out as feed or was sold exactly as it came to the 
elevator. 

Mr. Cannon. Some of it went out in boxcars. 

Senator Youne. Where was that shipped, do you know? 

Mr. Cannon. No, sir; I don’t. 

Senator Youna. Some of it went out in box cars? 

Mr. Cannon. Yes, sir. 

Senator Younc. About how many boxcars? 

Mr. Cannon. There wasn’t too many. I don’t remember. 

Senator Youna. Not too many. About how many? 

Mr. Cannon. I don’t want to make a misstatement, and I don’t 
want—actually, it can be checked from the records because they have 
all that in the office. 

Mr. GuINnANE. Senator Young, I believe someone previously testi- 
fied there were three boxcars loaded out of there. 

Senator Youna. Only three. And other than that, all the other 
was mixed with grain for human consumption, all the rest of it was 
mixed with other high-grade wheat? 

Mr. Cannon. Yes, sir. 

The CuatrMan. Thank you, Mr. Cannon. 

Mr. Carroll. 

Mr. Carroll was sworn yesterday. 

Mr. Cannon, we will not need you any further. You are right here 
at Galveston and at the elevator. You may go back to your job. 


TESTIMONY OF D. 0. CARROLL, ASSISTANT GENERAL FOREMAN, 
ELEVATOR B, GALVESTON WHARVES, GALVESTON, TEX. 
Resumed 


Mr. Guinane. Will you give your full name, Mr. Carroll, to the 
reporter. 

Mr. Carro.ti. D. O. Carroll. 

Mr. Guinane. And what is your present position? 

Mr. Carro.u. Assistant general foreman. 

Mr. Guinane. How long have you held that position? 

Mr. Carro.u. First of February this year. 

Mr. Guinane. And prior to that, what was your position? 

Mr. Carro.uu. Bin room assistant. 

Mr. Guinane. How long have you worked at elevator B? 

Mr. Carro.u. Eight years and approximately one month. 

Mr. Guinane. Prior to that, what was your work? 

Mr. Carrouu. United States Army. 

Mr. Gurnane. And prior to the Army? 

Mr. Carrot. School, I suppose. 

Mr. GuInaNne. So, you have had about 8 years in the grain business? 

Mr. Carro.ti. That is true. 

Mr. Guinane. You were employed at the elevator in 1952 when 
this Sample grade Dark Northern Spring wheat came into the elevator? 
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Mr. Carro.u. Yes, sir. 

Mr. Guinane. What kind of wheat was that? 

Mr. Carrow. As far as I knew, taking that from the tickets that 
were given to me, it was Sample grade Dark Northern Spring. That 
is as far as I know. 

Mr. Gurnane. And there were inspector’s certificates on there also 
showing 

Mr. Carrouu. No, sir. The first reference I had to the Sample 
grade Dark Northern Spring wes the scale tidket which was prepared 
by the clerk, which he prepared to follow that particular lot of grain 
into the elevator, and which we used in binning the particular lot of 
grain. 

Mr. Gurinane. What did that ticket show? 

Mr. Carro.u. It showed the date, shipper, the grade as given by the 
Galveston Cotton Exchange and Board of Trade, the car number, the 
initial, and then when it arrived at my desk I put the bin number, the 
track it was to be unloaded on, the pit it was to be unloaded into, and 
the bin it was to be delivered to after it was weighed. 

Mr. Guinang. And who was the shipper? 

Mr. Carrouu. There was more than one shipper, as I remember. 

Mr. Gurnane. Who were the shippers? 

Mr. Carrow. As far as | remember, Bunge and Fox. I didn’t pay 
much attention to the shipper; it wasn’t important to me. 

Mr. Guinane. What was the full name of Fox? 

Mr. Carro.u. I don’t know that. 

Mr. Guinane. Is it the C. B. Fox Co. of New Orleans? 

Mr. Carrouu. I wouldn’t know, sir. 

Mr. Guinann. Was it the C. B. Fox & Co. of New Orleans, do you 
recall if they were the shippers? 

Mr. Carrouu. No, sir. 

Mr. Gurinane. They were the only two? 

Mr. Carrouu. That is all I recall. 

Mr. Gurinane. Did Kellogg Milling have any of that wheat in your 
elevator? 

Mr. Carrot. I don’t remember that. 

Mr. Guinange. When that whe: at comes into your elevator, then 
did you see inspection certificates? 

Mr. Carro.u. No, sir. 

Mr. Gurnane. On it? 

Mr. Carrouu. No, sir. 

Mr. Guinane. Where do they go? 

Mr. Carrouu. I understand they go from the Galveston Cotton 
Exchange and Board of Trade to the main office downtown, and 
they, in turn, notify the elevator and pass that grade along to us 
and order the cars down to the elevator to be unloaded. 

Mr. Gutnanr. And what instructions or we did you 
receive from the front office in regard to this wheat? 

Mr. Carrouu. I didn’t receive any particular SC realaiiits 

Mr. Gutnane. Do you know if the general foreman did? 

Mr. Carrouu. I don’t know that. 

Mr. Guinane. From looking at that wheat, what type of wheat 
would you say it was? 

Mr. Carrow. I wouldn’t know. I am not an inspector and have 
never been. I dealt more with the grade that was written on the 
ticket as delivered to me in the bin room. 
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Mr. Gurnane. And that was what? 

Mr. Carrouu. Sample grade Dark Northern Spring wheat. 

Mr. Gutnane. Where did you think it came from? 

Mr. Carro.u. I didn’t think. 

Mr. Guinane. You knew the Bunge Corp. shipped from several 
places, didn’t you? 

Mr. Canrro.v. I couldn’t truthfully say that. 

Mr. Guinane. Were you ever informed this was the Sample grade 
Dark Northern Spring wheat, that that was actualiy Canadian wheat 
that had been imported into this country as unfit for human 
consumption? 

Mr. Carrot. No, sir. 

Mr. Guinan. No one ever told you this was Canadian wheat 

Mr. Carrot. No, sir. 

Mr. GuInane. In conversations ae the elevator, did you ever 
hear rumors this was Canadian whea 

Mr. Carro.u. No, sir. 

Mr. GuInaNne. You knew it was frost-damaged wheat? 

Mr. Carrou.. I didn’t know that; I wouldn’t recognize that. 

Mr. Gurnane. You couldn’t look at wheat and tell if it was frost 
damaged, moldy, or dust? 

Mr. Carro i. I could tell if it was musty, because you could 
smell it; but I wouldn’t know frost damage. 

Mr. Guinang. You wouldn’t know frost damaged? 

Mr. Carrouu. No, sir. 

Mr. Guinane. What were your instructions as to loading out this 
Sample grade 

The CuHarrmMan. Before that question is asked, let me ask: Did 
you keep a record of the number of bushels that you had put in each 
bin? 

Mr. Carrouu. No, sir. 

The CHArRMAN. You did not? 

Mr. Carro.uu. No, sir. 

The CHarRMAN. You just run it up in a bin that contained a 
similar grade? 

Mr. Carrouu. That is true. 

The CHairMAN. How did you know when the bin was full? 

Mr. Carroui. The man that was operating what we commonly 
call a tripper, which is a mechanical device that slides along these 
belts and will allow you to run grain into maybe as many as 30 bins 
on that particular belt, it has a spout off of it and is movable off 
this belt; and a man runs this tripper, and the grain will flow on the 
belt into the tripper; and where he has set it the grain will flow off 
into the bin. And he watches the bin and when it fills up he calls 
the scale floor, which is directly into that bin from the scale, and 
they call us to give them another bin, that that particular bin is full. 

The CHarrMan. No one makes a tabulation of the amount of 
grain that is going into any certain bin? 

Mr. Carrouu. No, sir. 

Mr. GuinaNne. How many bins do you have in elevator B? 

Mr. Carrouu. Four hundred and twenty-seven. 

Mr. GuiInangE. What were your instructions with reference to 
mixing out this Sample grade wheat shipped in by ee and Fox? 

Mr. Carrow. My instructions was to get rid of it as much as 
we could. 








468 IMPORTATION OF FEED WHEAT 


Mr. Guinane. And you followed those instructions? 

Mr. Carrouu. That is true. 

Mr. Gurnane. Did you have any special instructions to be certain 
not to load on any particular ships? 

Mr. Carrot. Periodically, we had instructions. I did from my 
immediate superior, Mr. Cannon, that we wouldn’t put Spring on 
such and such a ship. 

Mr. Gurnane. How often did those occur? 

Mr. Carro.u. Not very often. 

Mr. Guinane. Did you ever load any of the ships there, where you 
received instructions to mix out a No. | or No. 2 cargo, did you ever 
load any of those ships with as high as 44 percent of this Sample grade 
Dark Northern Spring wheat? 

Mr. Carrow. I don’t think so. 

Mr. Gurnane. If you had, would the mix have resulted in a No. 1 
or No. 2 mix, would it be possible? 

Mr. Carrouu. The standards would be higher. It would not be 


possible. 
Senator ELLENpDER. I would like for the attorney to tell us, if he 
will, where does he get this figure of 44 percent. As I recall yesterday 


when the document was introduced, the document indicated wheat 
that was left in the bins and not wheat that was loaded on ships. 

Mr. GuINnaNne. Senator, we are getting back to this. 

Senator ELtenpeER. I understand. The evidence produced shows 
that the wheat indicated on this document was not wheat that was 
loaded aboard a ship. It is what was left in the bins after the ship 
was loaded. 

Mr. Gurnane. I’d like to call Mr. Cunningham and ask him what 
information he has from elevator B. I think it will save time. I 
really can’t explain; all I know is the Department of Agriculture was 
told exactly what these represented. 

The CHatrrMan. Then, Mr. Cunningham, please state the matter 
as speedily and precisely as you can. 


TESTIMONY OF JOHN P. CUNNINGHAM, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 
ISTRATION, UNITED STATES DEPARTMENT OF AGRICULTURE, 
DALLAS, TEX.—Resumed 


Mr. CunNNINGHAM. We came down here to account for this million 
one hundred ten thousand five hundred seventeen bushels of Canadian 
grain, and the elevator personnel furnished these chargeoffs on this 
sheet of paper which accounted for the grain. And in accounting for 
the grain, they showed as high as 44 percent on this particular ship. 

The CHArrnMAN. What does that figure “348,133” mean? 

Mr. CunniInGHAM. That indicates the total number of bushels 
loaded on that particular ship. 

The CHatrMaNn. In other words, this is your grain placed aboard a 
grain vessel? 

Mr. CuNNINGHAM. Yes, sir. 

The CHarrMAN. Where did you arrive at those figures, the exact 
figures? Were they taken from their records, or was that something 
you compiled? 


IMPORTATION OF FEED WHEAT 469 


Mr. CuNNINGHAM. It was furnished by the elevator. This is a 
photostat of the record Mr. Parrish handed to me. 

Senator ELLENDER. Now, Mr. Chairman, in this connection | 
think we ought to call Mr. Parrish back simply to make certain as 
to whether or not this document indicates the amount of grain and 
the quality of grain that was put aboard the ship or whether or not 
it was grain that left in the elevator after the ship was loaded. My 
recollection is that Mr. Parrish testified this document represented 
wheat that was left in the elevators after the ship was loaded. Now, 
let’s get the record straight. 

The CuHarrMan. Is Mr. Parrish here? 

Mr. Parrish, can you answer that question? 


TESTIMONY OF JAMES E. PARRISH, CHIEF CLERK, GALVESTON 
WHARVES, GALVESTON, TEX.—-Resumed 


Senator ELLENDER. Did you prepare that document, Mr. Parrish? 

Mr. Parrisu. Yes, I did. 

Senator ELLENDER. What does that document indicate? 

Mr. Parrish. Well, this is an arbitrary markoff against this 
vessel designed to wipe out these amounts of grain out of the account 
of Bunge Corp., because that grain was no longer in the elevator. 

Senator ELLENDER. Does that indicate the kind and quality of 
grain that was loaded aboard the ship in which this was 

Mr. Parrisu. No, sir; not necessarily. This was designed - 

Senator ELLENDER. Why? Why not necessarily, don’t you know? 

Mr. Parrisu. No, sir. 

Senator ELLENDER. Yesterday, when I questioned you, you stated 
that document indicated the amount and kind of grain that remained 
in the elevators. 

Mr. Parrisu. No, sir. I said I had ae from the elevator 
what was left in the elevator, and that I had marked off anything 
over and above that was carried on my books the at was no longer in 
the elevator. So, I arbitrarily placed against this vessel to wipe 
out of the account because it was no longer in the elevator. 

The CHAIRMAN. You weighed the grain that went to the vessel? 

Mr. Parrisu. The total amount of grain; yes, sir. 

The Cuarrman. And the total number of bushels that went in the 
vessel? 

Mr. Parrisu. Yes, sir. 

The CHarrRMAN. Then, the figure 348,133 is the total number of 
bushels of grain that went in that vessel? 

Mr. Parrisu. That’s correct. 

The CuarrMan. That is your total number of bushels of grain? 

Mr. Parrisn. That’s correct. 

The CuatrMAN. You had loading instructions 

Mr. Parrisn. No, sir, I had no loading instructions other than we 
were to load a certain grade on the boat. 

The CuarrMAN. You had to have a certain grade aboard the ship? 

Mr. Parrisu. Yes, sir. 

The CHarrMAN. And in order to arrive at that grade you had 
take a certain percent from each elevator bin. 

Mr. ParrisH. I don’t know what actually went on any ship. 
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The Cuarrman. That is how you would arrive at the grade, is it not? 

Mr. Parrisu. I thought I made myself clear, Senator. 

The CuHarrMan. It wasn’t even as clear as fog. The fact of the 
matter is, I can’t understand if you say that you must deliver a certain 
grade and in order to get that grade it has been testified here that a 
certain percent of grain would be run in from No. 1 and run in from 
No. 4 or the No. 5 grade, and in that manner you compiled the grade 
that the cargo called for. 

Mr. ParrisH. Well, I don’t know what the elevator did, sir. 

Senator Youne. Mr. Chairman, may I ask a question? 

The CHartrMan. Yes. 

Senator Youna. Was that your estimate as of the time of loading 
as to what grade went on the vessel and the bushels? 

Mr. ParrisH. No, sir. At some time subsequent to the loading of 
the vessel I asked the elevator what was left in the elevator of the 
various types of grain. 

Senator Youna. Now, you are going back to your original argument 
again. But that is the amount of grain that went in the cargo, 
wasn’t it? 

Mr. Parrisu. No, sir. I don’t know what went in the cargo. 

Senator Youna. That is the total bushels 

Mr. Parrisu. Yes, sir. 

Senator Youna. In order to keep the records of the elevator 
straight, that you charged back to the elevator what you thought went 
into the cargo, and according to your estimate wasn’t that the kind 
of grain that went into the cargo? Otherwise, why would you charge 
it back against the remaining amount in the elevator, why would you 
charge back those certain grades and bushels? 

Mr. ParrisH. Because of the information given to me over the 
phone as to the various types remaining in the elevator; it indicated 
that these amounts were no longer there. 

Senator Youne. Wouldn’t that go in the cargo? 

Mr. Parrisn. I don’t know. 

Senator Youne. Where else would it go if it didn’t go in the cargo? 

Mr. Parrisn. Presumably it went out of the elevator, but I don’t 
know it went on this particular vessel. 

The CuatrMan. How could you make up an official report and file 
that report in the documents of the elevator as an official report by 
the chief clerk if that wasn’t what went in that vessel? 

Mr. Parrisu. Because as of some date there, there was only cer- 
tain amounts of various types and grades left in the elevator; and I had 
to assume, lacking any information from the elevator, that this did 
go in there; I had to assume this did go in the ship. 

Senator Youna. Why don’t you try to be helpful? 

Mr. Parrisu. I[ am trying. 

Senator Youne. You know what is the total amount that went on 
there, don’t you? 

Mr. ParrisH. Yes, sir. 

Senator Younc. And was that based on your estimate at the time 
that you had certain amounts and types left in the elevator? For 
what other purpose did you make that estimate? 

Mr. Parrisu. That was based on the assumption that inasmuch 
as it wasn’t in the elevator that it went on the ship. 
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Senator Youne. Why didn’t you say so in the first place? 

Mr. Parris. I have been trying to. 

Senator ELtenpEeR. Mr. Chairman, it is my belief that the record 
is going to show, because I remember asking the question specifically, 
that this document, as the witness testified yesterday, indicated the 
number of bushels but not the exact grade, and the document 
reflected 

Senator Youna. An estimate rather than an exactness. 

Senator E:tenperR. Yes. That is the testimony given yesterday. 
And then, on the other hand, my recollection is he also testified that 
this amount was estimated after the ship was loaded and that it 
indicated the amount that was left in the bin. It is all confused. 

Mr. Sranron. About how often did they take soundings out at 
the elevator? 

Mr. ParrisH. Generally, about 3 or 4 weeks. 

Mr. Stanton. Then, would the general foreman at the elevator, 
after each of those soundings, every 3 or 4 weeks, advise you as to 
the quantity left in the bins? 

Mr. Parrisu. Yes, sir. 

Mr. Stanton. And during that 3 or 4 weeks a number of shippers 
would have had boats loaded? 

Mr. ParrisH. Yes, sir. 

Mr. Stanton. So that the information that you had in preparing 
these chargeoff slips was the total quantity, that is, the difference in 
what was in the bins 3 weeks ago and the quantity left in the bins at 
the end of 3 weeks? 

Mr. Parris. Yes, sir. 

Mr. Stanron. And you knew that total quantity had been loaded 
on a number of ships for a number of shippers? 

Mr. Parrisu. Yes, sir. 

Mr. Sranton. And you knew what each shipper had in the elevator, 
generally? 

Mr. ParrisH. Yes, sir. 

Mr. Srantox. So, without regard to what type of grain was loaded 
on his ship, you took the total quantity that went on all ships and 
attributed portions of it to each shipper based on what the shipper had 
in the elevator? 

Mr. Parrisu. That is essentially true; yes, sir. 

Mr. Stanton. So, there is no relationship whatever between what 
went on the ship and what you charged off against the shipper? 

Mr. Parrisn. That is correct. 

Mr. Stanton. Did you send the instructions to the front office as 
to what grade was to be loaded aboard a ship? 

Mr. ParrisH. Yes, sir. I received from the forwarding agent, 
generally, the firm that was loading the ship, calling for the elevator 
to deliver, from their account to such and such a vessel a quantity of 
grain of a certain grade. 

Mr. Stanton. Now, those instructions to the front office were 
written down on an order blank? 

Mr. ParrisH. Yes, sir; a form that we use; yes, sir. 

Mr. Stanton. And from that written instructions, the front office 
determined what information to give the general foreman? 

Mr. Parrisu. I assume that is correct. I don’t know. I imagine 
that is right. 
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Mr. Stanton. Did the front office get any other instruction from 
the downtown office as to what grades would go on a ship? 

Mr. Parrisu. Not to my knowledge. 

Mr. Sranton. Did they get any other instructions from the down- 
town office as to what grades should not go on a particular ship? 

Mr. Parris. I can recall some instances when I was told the ele- 
vator was not goinz to put certain grain on certain ships. 

Mr. Sranton. Now, if Mr. Cannon received instructions from the 
front office that this offgrade wheat was not to be loaded on particular 
ships, shouldn’t that information show in the order that went to the 
front office? 

Mr. Parrisu. No, sir, not to my knowledge; it didn’t show in any 
of my orders to the elevator. 

Mr. Stanton. You would send an order to the elevator, to the front 
office? 

Mr. Parrisu. Yes, sir; the front office of the elevator. 

Mr. Sranton. Advising them what grade to put on a ship? 

Mr. Parrisu. Yes, sir. 

Mr. Sranron. But on that order, written instructions, you would 
not show that offgrade wheat was not to be put on a ship? 

Mr. Parrisu. No, sir. 

Mr. Sranton. But someone would telephone an oral instruction 
that offgrade wheat was not to be put on the ship? 

Mr. Parrisu. I don’t know; I did not. I don’t know if anyone 
did or not. 

Mr. Sranton. Is there any conceivable reason why you would 
send written instructions to the front office in one form and then 
supplement it by oral instructions? Why wouldn’t the total instruc- 
tions be put on the written instruction form? 

Mr. Parrisn. I didn’t transmit oral instructions. 

Mr. Stanton. Did you ever hear anyone transmit oral instructions? 

Mr. Parrisu. I did not. 

Mr. Stanton. Do you have any reason to believe oral instructions 
were given? 

Mr. ParrisH. I have heard people testify oral instructions were 
given not to put grain on certain ships. 

The CuarrMan. Did it ever occur to you when you tabulated the 
various grades of grain and the total weight of each grade, that you 
would arrive at a grade aboard the vessel that would not meet the 
requirements? 

Mr. Parrisn. No, sir. . I didn’t give any thought to that. 

The CuarrMaNn. You never figured that? 

Mr. Parrisu. No, sir. 

The Cuarrman. And no one ever asked you any questions about 
that? 

Mr. Parrisu. No, sir. 

Mr. Guinane. After getting the sounding reports, Mr. Parrish, 
you say they would be taken about every 3 weeks? 

Mr. Parrisu. That is my recollection, that is my impression. 

Mr. Guinane. And during that period when they gave you the 
figures representing the amount of grain that had been removed from 
those bins or the amount of grain that still remained in there, that 
would imply that grain in the past few weeks had been loaded on any 
vessels? 


Mr. Parrisu. Yes, sir; it had gone out of the elevator. 
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Mr. Guinane. When you got the sounding reports as to the grain 
remaining in the elevator, why is it that you charged, that you showed 
that the Sample grade wheat had been loaded on this particular ship, 
yr that the sample why did you charge it to the Bunge account or 
to the shipper in this instance, on a non-IWA ship. 

Mr. Parrisu. I didn’t know there was a difference in the ships. 

Mr. GuInane. You simply made an arbitrary charge on certain 
ships? 

Mr. Parrisu. Yes, sir. 

Mr. Gurinane. And no one instructed you to charge that high de- 
gree of wheat of the frost-damaged wheat to certain, particular ships? 

Mr. Parrisu. No, sir. As I said, I recall some instances where | 
was told that the elevator was not going to put this spring wheat on 
some ships. 

Mr. Guinane. You were told at this time that all that Sample- 
grade wheat, when you made this out, had disappeared? 

Mr. Parrisu. Yes, sir. They didn’t give me that as still being in 
the elevator, and I marked it off. 

Mr. Guinane. This would indicate you charged against Bunge’s 
account? 

Mr. Parrisu. Yes, sir. 

Mr. Gurnane. That amount of wheat? 

Mr. ParrisH. Yes, sir. 

Mr. Gurinane. In order to do that, you were accounting for thet 
Sample grade grain? 

Mr. Parrisu. Yes, sir. It would be no longer in the elevator. 

Mr. Gurnane. But it didn’t mean that particular amount went on 
this vessel? 

Mr. ParrisH. NO, sir. 

Mr. Guinane. That’s all. 

Senator Youne. May I ask a question? 

The CHatrMAN. Yes. 

Senator Youna. Did you ever receive any Christmas presents? 

Mr. Parrisu. No, sir. 

Senator Younec. From your own company or any other? 

Mr. Parris. From my own company, I think all our employees for 
several years got what we called a cost-of-living bonus, all the em- 
ployees got 1 percent of our salary. 

Senator Youna. Did you every attend any parties or, well, parties 
where Commodity Credit Corporation officials or grain company 
officials were present, or parties given by grain comps nies? 

Mr. Parrisu. No, sir; not to my knowledge. The only thing I can 
recall in that respect is ‘that there was a grain convention here several 
years ago that I went out among the people around there; and that 
is all. 

Mr. Stanton. Who told you offgrade wheat was not to go on 
specific ships? 

Mr. Parrisu. I recall, Mr. Sweeney. 

Mr. Stanton. Did you ever give any instructions to the elevator, 
that is, to the front office as to what grain was to be loaded on these 
ships? 

Mr. Parrisu. No, sir. 

Mr. Stanton. On which you understood there was to be no 
offgrade? 

Mr. ParrisH. No, sir. 
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Mr. Stanton. Who wrote up the instructions besides yourself? 

Mr. Parrisu. I don’t recall anyone did. 

Mr. Stanton. That is, all the written instructions that went to the 
front office were made up by you? 

Mr. Parrisu. Yes, sir, on a form that we use. 

Mr. Stanton. And those were the instructions as to what grade 
was to be loaded on a vessel? 

Mr. Parris. Yes, sir. 

Mr. Sranton. Do you actually believe that someone else then gave 
oral instructions aside from the testimony today, is there anything 
in the workings of the elevator? 

Mr. Parrisx. I don’t recall anything like that. 

Mr. Sranron. Did you know at the time you were giving written 
instructions that somebody else was giving different instructions by 
telephone? 

Mr. Parrisu. No, sir. 

Mr. Stanton. Is there any conceivable reason why you would not 
in your written instructions, if you were advised that there was no 
Canadian wheat to go aboard that boat, is there any reason why you 
would not put that fact in your written instructions? 

Mr. Parrisu. I am not sure. You mentioned to me the wheat, 
did I ever receive— 

Mr. Sranton. Well, with respect to Sample grade wheat. 

Mr. Parrisu. I didn’t put any, I didn’t deliver any instructions 
other than the order I sent to the elevator to load this vessel with 
the stocks needed. 

Mr. Stanton. Mr. Sweeney told you before you sent that order 
that there was to be no Sample grade wheat aboard that boat? 

Mr. Parrisn. As I recall, there were instances when he told me 
the elevator was not going to use any Sample grade wheat on that 
vessel. 

Mr. Stanton. That’s right. And you wrote instructions to be 
delivered to the front office as to what wheat was to go aboard the 
vessel? 

Mr. Parrisu. As to the grade that was to be loaded aboard the 
vessel? 

Mr. Srantron. And in those instructions you did not specify that 
the sample grade wheat was not to go aboard the vessel? 

Mr. Parrisu. No, sir. 

Mr. Stanton. So, as far as you know then, the instructions that 
went to the elevator foreman, aside from the testimony you have 
heard today, did not indicate that no Sample grade wheat was to go 
aboard those vessels. 

Mr. Parrisu. That’s right. 

Senator ELtenper. Mr. Parrish, as I understood you testified 
yesterday, your instructions were to put a certain grade of wheat in 
a ship, and that the mixture was to be made by the foreman. 

Mr. Parrisu. That was up to the foreman; I had nothing to do 
with that. That was his job. 

Mr. Guinane. You had nothing to do with the mixing or the 
loading? 

Mr. Parrisu. No, sir. 

Mr. Guinane. What instructions had you with regard to papers; 
that you were not to show on any record that Sample grade Dark 
Northern Spring wheat? 
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Mr. ParrisH. That was my understanding. 

Mr. Gutnane. But the records would show that Sample grade 
would not go on the ship, but it had nothing to do with what went 
on the ship? 

Mr. ParrisH. That’s right. 

Mr. Stanton. Did you receive your instructions before you made 
out your order to the elevator, before you made your chargeoffs? 

Mr. Parrisu. I don’t recall. 

Mr. Sranron. That is, your instructions may have been simply 
not to charge off wheat. 

Mr. Parrisu. As | recall, I was told the given vessel, the elevator 
was not going to put any of this Sample grade Northern Spring 
wheat on this vessel. 

Mr. Sranron. When were these chargeoff slips prepared that the 
committee has shown you? 

Mr. Parris. Oh, as I recall, with relationship to time the boats 
were loaded, as I recall, it was a considerable time after it was loaded. 

Mr. Stanton. Was it after the investigation was started? 

Mr. Parrisu. No, sir; not as far as I know. 

The CuarrMan. Do you wish to continue? 

Mr. Gurnane. That is all for Mr. Parrish. 

The CHAIRMAN. You want to continue with Mr. Carroll? 

Mr. GuInane. Yes. 

Mr. Gurnane. Mr. Carroll, were you at the elevator when the 
Stad Leiden was loaded? 

Mr. Carrouu. Yes, sir. 

Mr. Guinane. Tell us the circumstances of the loading, your 
instructions and so forth. 

Me. Carrou.. I was notified in the afternoon that the Stad Leiden 
would begin loading at 7:00 p. m. that afternoon, that evening. And 
as we had standing orders to give as liberal a mix as possible to all 
boats, unless otherwise told to do so, the boat came up and I made a 
liberal mix, put it aboard the boat, and that is it. 

Mr. Gurnane. You followed that practice with reference to all 
ships, did you? 

Mr. Carrouu. Yes, sir, unless we were told not to. 

Mr. Gurnane. Now, do you recall receiving instructions not to 
load any of that Sample grade on any specifie ship? 

Mr. Carrouu. Not any specific ship; I wouldn’t remember that. 

Mr. Guinane. Did you receive any money from Mr. Sweeney? 

Mr. Carrouu. No, sir. 

Mr. Guinane. You did not? 

Mr. Carrou. No, sir. 

Mr. Gurnane. Did you receive any Christmas presents from 
Stone Forwarding? 

Mr. Carro.u. No, sir. 

Mr. Guinane. Did you receive any gift of a gratuitous nature 
from Stone Forwarding, Bunge, or any shippers or elevators? 

Mr. Carro.u. No, sir. 

Mr. GuInane. That is all the questions I have for Mr. Carroll. 

The Cuarrman. Thank you. 

The next witness is Mr. Mulloy. 

Will you come forward. He has not been sworn. 
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TESTIMONY OF WALTON F. MULLOY, MANAGER, BUNGE COBRP., 
KANSAS CITY, MO. 


(The witness was sworn by the chairman.) 

Mr. Gurnane. What is your full name? 

Mr. Muttoy. Walton F. Mulloy. 

Mr. Gurnane. And your position, your work? 

Mr. Mutioy. Manager of the Kansas City Bunge office. 

Mr. Gurnane. Manager of the Kansas City office of the Bunge 
Corp.? 

Mr. Mutuoy. That’s right. 

Mr. Gurnane. You heard testimony here yesterday, did you, by 
Mr. Thornton and others? 

Mr. Mutuoy. Yes, sir. 

Mr. Guinane. And by Mr. Perich, of Stone Forwarding Co.? 

Mr. Mutuoy. I didn’t hear all of that. 

Mr. Gurnane. You handled the shipment of Canadian frost- 
damaged wheat for Bunge Corp. through elevator B, did you? 

Mr. Mutuoy. I sent the wheat down there, yes, after it was sold 
to New York. 

Mr. Guinane. And did you make arrangements with Mr. Thornton 
for receiving the wheat? 

Mr. Mutuoy. No, sir; I did not. Those arrangements were made 
by our New York office. They handle the export program. 

Mr. Gurnane. Had your New York office informed Mr. Thornton 
this was Canadian frost-damaged wheat? 

Mr. Mutuoy. That I cannot say, sir. I was under the impression 
that at least the Galveston Wharves knew it was Canadian wheat. 

Mr. Gutnane. Did you specifically inform or advise Mr. Thornton 
that this was Canadian frost-damaged wheat? 

Mr. Mutxioy. Not to my knowledge; I did not, sir. 

Mr. Gurnane. You did not? 

Mr. Mutuoy. No, sir. 

Mr. Guinane. Did you advise the Stone Forwarding Co. that this 
was Canadian wheat? 

Mr. Mutuoy. I don’t recall having done so. 

Mr. Gurnane. What did you advise them as to the nature of this? 

Mr. Mutuoy. Just exactly what the wheat graded in Minneapolis, 
and also the percentage of it that was graded in Kansas City, and all 
of this graded in Galveston, Sample grade Northern Spring wheat. 

Mr. Gurnane. I’d like to stop a minute and ask Mr. Cunningham 
2 or 3 questions. 

The CuarrmMan. You may proceed to ask Mr. Cunningham the 
questions. 

Mr. Guinane. Mr. Cunningham, during your investigation, did 
you interview Mr. Mulloy? 

Mr. CuNNINGHAM. Yes, sir. 

Mr. Gurnane. With reference to handling Canadian frost-damaged 
wheat for Bunge through elevator B? 

Mr. CuNNINGHAM. Yes, sir. 

Mr. Guinane. And in the course of that conversation, what did he 
tell you with reference to notifying persons as to the identity of this 
wheat? 
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Mr. CunnINGHAM. He said he notified both Stone Forwarding Co. 
and Mr. Thornton, of Galveston Wharves, that this wheat was of 
Canadian origin. 

Mr. Guinane. And that was how long ago that he first advised 
you so? 

Mr. CUNNINGHAM. Some 6 weeks ago I interviewed Mr. Mulloy in 
Kansas City, and he told me that, and then 

Mr. GuiInaNne. Did you have a later conversation with him? 

Mr. CunNINGHAM. Yesterday I talked with Mr. Mulloy and asked 
him if my statement, if I had quoted him correctly in my testimony 
yesterday morning, and he said my testimony with reference to notify- 
ing the elevator was correct. 

Mr. Guinane. At this point, I’d like to point out how important 
this is. 

The CuHarrMan. It is this important, that according to the testi- 
mony that has gone into the record now, someone has perjured him- 
self. That is the record as it stands now; and someone had better 
clear that record up because the record we now have is this, as you 
will read it back, that someone has perjured himself, and that is 
mighty, mighty serious. 

Mr. Guinane. Mr. Mulloy, do you want to change your testimony? 

Mr. Mutuoy. I want to say this: When Mr. Cunningham spoke 
to me yesterday and asked me if the testimony he had given concern- 
ing me was as he talked to me in Kansas City, I said ‘‘No’’; I felt sure 
both Stone Forwarding and the Galveston Wharves knew that wheat 
was of Canadian origin. I did not tell him I told them so, and I 
pointed that out to him yesterday morning when he spoke to me. 

Mr. Gurinane. So, Mr. Cunningham, as he just testified, is perjur- 
ing himself, is he, or who is? 

Mr. Mutuoy. I don’t know. 

Mr. Guinane. All right. 

When this wheat came to you in Kansas City, where did it come 
from? 

Mr. Mutuoy. Well, actually, not all of it came to Kansas City. 
Some of it came directly to Galveston. 

Mr. GuINANE. Quite a lot of it was shipped directly from Duluth, 
Superior, and Minneapolis? 

Mr. Mutuoy. That is correct. 

Mr. Guinane. And when it reached this port, down here, it was 
described as what? 

Mr. Mutuoy. Sample grade Dark Northern Spring wheat. 

Mr. Guinane. It did not have at that time the phrase “unfit for 
human consumption,” did it? 

Mr. Mutuoy. No, sir. 

Mr. Guinang. Your company had taken care of seeing the collector 
at Minneapolis removed that label? 

Mr. Mutuoy. I do not know about that. I do know I had instruc- 
tions from New York to buy the wheat from Minneapolis. 

The CuarrMan. Let’s get this. You had instructions from the 
New York office to buy that wheat in Minneapolis? 

Mr. Mutuoy. From our Minneapolis office. 

The CHarirRMAN. The grain was not bought at Minneapolis, and the 
duty was not paid on some of that grain at Minneapolis. This grain 
came from Duluth to Minneapolis, remained in bond; but the label 
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was changed from “not fit for human consumption” to a grade and 
quality of 30-percent damaged kernel. And that it went in bond from 
Minneapolis. 

Mr. Sranton. The grain that came to Galveston did not come in 
bond. 

The CHarrman. The grain that came to Galveston did not come in 
bond, but some of the grain that went through the customs officials’ 
office in Minneapolis remained in bond. 

Mr. Sranton. It went to Houston and New Orleans. 

The CuHarrmMan. That remaining in bond went to Houston and 
New Orleans. 

Mr. GuinaNneE. That’s right. 

The CuarrmMan. This particular grain did not remain in bond and 
the tariff was paid in Minneapolis. 

Mr. Gurnane. And some at Duluth. The duty paid was the 
5 percent ad valorem duty on wheat classified as unfit for human 
consumption. 

The CHarrMAN. That’s right. And that was the only kind of 
wheat allowed into the United States from Canada at that time, 
because your quota on millable wheat had been exhausted prior to 
that time. Any importer that brought in wheat and any man that 
handled imported wheat knew it had to be animal feed, because the 
milling flour quota had been long since exhausted. Any man in the 
grain business could not help but know this had to be animal feed 
wheat because there was no quota to bring in the milling wheat. 

Senator ELLENDmER. You mean if he had been informed it was 
Canadian wheat 

Senator Younc. The Minneapolis customs changed the label to 
read: “Wheat with 30 percent or more damaged kernels’’; is that 
correct? 

Mr. Mutuoy. I don’t know what it read, Senator. I do know I was 
informed by our New York office that it was permissible to use that 
wheat in milling purposes. 

Senator Younc. What kind of label did you put on it? 

Mr. Mutzoy. None. The inspectors in Minneapolis and Kansas 
City Inspection Department, and Galveston called it Sample grade 
Northern Spring wheat, with no unfit notation on it. 

Senator Youne. Here you have wheat with three labels on it; 
across the border it is “unfit for human consumption,” and “wheat 
with 30 percent or more damaged kernels,’”’ and later you changed it 
to read ‘Sample grade.” 

Mr. Mutuoy. I didn’t change it. The inspection department did 
that. 

Senator Younc. Why didn’t you carry on the designation placed 
on it by the customs office at Minneapolis? 

Mr. Mutuoy. I was taking instructions from New York to buy 
this wheat, and that I did. I sent it to Galveston—— 

Senator ELLenpER. How were those instructions given you, in 
writing? 

Mr. Mutuoy. No, sir. Over the phone. 

Senator ELLENDER. Will you repeat what your instructions were? 

Mr. Mutuoy. On several different occasions, a phone conversation 
between myself and our New York office, there was mention about 
— spring wheat in Minneapolis, the price, and so on; and I was told 
to buy it. 
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Senator ELLENDER. Did you know then it was Canadian wheat? 

Mr. Mutuoy. Yes, I knew it was Canadian wheat. 

Senator ELLENDER. Where did you get that information? 

Mr. Mutuoy. From our people both in Minneapolis and New 
York. 

Senator ELLENDER. And you were further advised, you say, that 
this wheat could be disposed of and mixed with other wheat? 

Mr. Mutioy. That is correct, sir. 

Senator ELLENDER. Who gave you that advice? 

Mr. Mutuoy. New York and Minneapolis. 

Senator ELLENDER. When you say New York, will you be specific? 
Who in New York, and who in Minneapolis? 

Mr. Mutuoy. Yes, sir. Bunge Corp. in New York and Bunge 
Corp. in Minneapolis. 

Senator ELLENDER. And they indicated that this Canadian wheat 
could be mixed with other wheat and sold as wheat produced in this 
country? 

Mr. Muuuoy. They told me that it would be sold for milling pur- 
poses. In other words, it was not unfit. 

Senator ELutenpER. Was anything mentioned about the wheat 
agreement? 

Mr. Mutuoy. In what connection, Senator? 

Senator ELLENDER. As to whether or not this wheat could be sold 
to countries under the wheat agreement? 

Mr. Mutuoy. Senator, that was mentioned. However—— 

Senator ELLENpDER. Tell us what was mentioned in that regard. 

Mr. Mutuioy. That was mentioned, that it could not be exported 
to countries under the IWA or the MSA. 

Senator ELLENDER. How did you get those instructions? 

Mr. Mutioy. From New York, from Bunge Corp. in New York, 
over the telephone. 

Senator ELLENDER. Do you know whether or not any of this wheat 
was exported? 

Mr. Mutuoy. Yes, it was exported. 

Senator ELLENDER. Why was it, when you knew it couldn’t be? 

Mr. Mutuoy. But not under the IWA. Outside the [WA. 

Senator ELtenprer. Are you positive that none of it was sold under 
the IWA? 

Mr. Mutuoy. I am positive that we didn’t sell it under the TWA. 

Senator ELtenper. Your records will so indicate? 

Mr. Mutuoy. Our records, as far as our records are concerned 

The CuHarrMan. Let us follow this question. Senator Ellender, you 
have asked a question whether the wheat could go out under the 
International Wheat Agreement or under mutual security shipments. 
Did you advise the purchasers of this wheat that this was Canadian 
imported wheat? Did you ever say to any of the purchasers, ‘This 
is imported Canadian wheat’’? 

Mr. Mutuoy. Senator, I had nothing to do with the sale of the 
wheat. 

The CuarrMan. However, you knew it was imported wheat, did 
you not? 

Mr. Mutuoy. Yes, sir. 

The CHarRMAN. You were instructed to purchase that wheat? 

Mr. Mutuoy. That is correct. 








480 IMPORTATION OF FEED WHEAT 


The CHarrmMan. And you were instructed to sell the wheat? 

Mr. Mutuoy. Senator, I was not instructed to sell the wheat. 

The Cuarrman. Did you sell the wheat? 

Mr. Mutuoy. I sold it to Bunge Corp. of New York. They, in 
turn, sold it abroad. 

The CuartrmMan. Did you ever sell any of that grain to a grain firm 
in the United States? 

Mr. Mutuoy. I think we loaded three single cars out of the Galves- 
ton Wharves. 

The CuarrMan. Can you produce the record to show that you sold 
only three single carloads to a grain firm in the United States? 

Mr. Mutuoy. You are speaking of this wheat out of Galveston, 
are you not? 

The CHarrMAN. I am speaking about the wheat that you were 
instructed to purchase in Minneapolis. 

Mr. Mutuoy. No, sir. I sold more than that to grain people. 
But I thought we were talking now, Senator, about this 1,100,000 
bushels that came down here. 

The CuarrMan. That you were instructed by the Bunge Corp. in 
New York to purchase out of Minneapolis? 

Mr. Muuuoy. That’s right. 

The CuarrMan. You knew it to be Canadian imported wheat? 

Mr. Muttoy. That’s right. 

The CHArrRMAN. And you brought it down here to Galveston? 

Mr. Muuuoy. Yes, sir. 

The CHarrMAN. Did you sell any of that grain to any other grain 
firm? 

Mr. Mutuoy. Yes, Senator; three cars. 

The CHarrmMan. That was the only carloads of grain and the only 
grain-sale transaction that you carried out? 

Mr. Mutuoy. That is correct. 

The CuHarrMAN. Otherwise, the grain was delivered to the Galves- 
ton Wharves in the name of the Bunge firm and you were the one that 
executed the purchase in Minneapolis? 

Mr. Muuxuoy. That’s right. 

The Cuarrman. And this is the grain that we know that the fore- 
man in the elevator was instructed to unload as rapidly as they could 
in all outgoing vessel shipments? 

Mr. Mutuoy. Senator, I don’t know about that other than from 
the testimony here. 

The CHarrMan. I am sorry I interrupted, but I wanted to follow 
through your question for that amplification. 

Senator ELLenpER. I have no further questions except I would like 
to get from the witness any information he had with respect to the 
sale of some of this wheat to foreign governments that had an agree- 
ment with the United States. 

Mr. Mutuoy. Senator, 1 don’t—what I wanted to make clear to 
Senator Thye was that I did not sell any of that wheat with the excep- 
tion of these three cars. My firm in New York did. 

Senator ELLeENpDER. You say you simply represented them in 
Kansas City and Minneapolis? 

Mr. Mutuoy. Senator, I gathered the wheat for them; not only 
that, but the wheat that comes through the port here, I sent it to them 
and they in turn make disposition of it. Where it goes, | don’t know. 
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Senator ELLENDER. What connection do you have with Bunge Co.? 
Are you a member of the firm or a purchasing agent for them? 

Mr. Mutuoy. I am manager of the Kansas City office and purchaser 
of wheat in the North for Bunge C orp. 

Senator ELLENDER. You received instructions to buy the wheat at 
Minneapolis that finally was shipped here to Texas? 

Mr. Mutuoy. That is correct. 

Senator ELLENDER. And you had no other connection with the 
wheat after that? 

Mr. Mutuoy. I am not following you. 

Senator Extenper. After you purchased the wheat and it was 
— to Galveston, did you have anything else to do with it? 

Mr. Moutuoy. With the exception of those three cars that I have 
already mentioned, the balance of the wheat was sold by our New 
York people. 

Senator ELLeENpDER. And you knew nothing about the details of 
that? 

Mr. Mutuoy. No. I had nothing to do with the sale of it. 

Senator Youne. Do you believe that Mr. Thornton, of the Gal- 
veston Wharves, didn’t have knowledge that 1,100,000 bushels of 
wheat was Canadian wheat? Do you think he could be innocent 
about that? 

Mr. Mutvoy. Senator Young, I don’t know. It’s possible that it 
may have been mentioned to him, and again it is possible it was not. 
I can’t tell you that. 

Senator Youna. You grain people do a lot of talking over the 
telephone. You discuss crop conditions, export and import situations. 
With all this Canadian wheat moving down here, do you think it is 
possible any major grain operator in this area didn’t know this was 
Canadian wheat? 

Mr. Mutuoy. I don’t know. 

Senator Youne. Do you mean—— 

Mr. Mutuoy. I don’t recall having told him. As you mentioned a 
moment ago, I thought he knew, but I cannot say I told him. 

Senator Youne. Don’t you think it would have been proper for you 
to tell him so, with the import regulations limiting Canadian imports? 
Don’t you think it would have been the proper thing to do? 

Mr. Mutuoy. Senator, perhaps it would have been. However, I 
didn’t consider that my job. That should have come from New 
York, from my headquarters in New York. 

Senator Younac. You didn’t feel any responsibility whatever to 
protect these people down here if they were innocent? 

Mr. Mutuoy. Actually, I didn’t know there was anything that they 
should be protected on. 

Senator Youna. Well, you knew what the import limitations was; 
didn’t you? 

Mr. Mutuoy. I have heard the figure mentioned here. I have 
never imported anything. But what I am getting at is that as far as 
I knew, the wheat was all right. 

Senator Youna. But you knew of the strict provision in the Mutual 
Security and ECA and International Agreement, about the com- 
mingling of wheat? 
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Mr. Mutuoy. I know that, but I don’t think the wheat was com- 
mingled in the elevator. 

Senator Youna. It wasn’t? 

Mr. Mutuoy. Not in the elevator. 

Senator Younc. Where was it commingled? 

Mr. Mutuoy. Aboard ship. 

Senator Youne. How would you commingle it there? 

Mr. Mutuoy. It was not commingled until it was loaded on the 
ship. 

Senator Youna. But anyone who commingled that would be sub- 
ject to a severe penalty; wouldn’t they? 

Mr. Mutuoy. If it went on anything except a non-IWA. 

Senator Younc. You know some did get on an IWA? 

Mr. Mutuoy. From our chargeoffs, I see there is a very small 
quantity that did get on. 

Senator Younae. I don’t see how you boys can remember some 
things down to the hour. These are important transactions. It was 
an unusually large amount of frost-damaged wheat. We haven’t had 
imports like that for years and years. Still, you people didn’t know 
that and didn’t advise each other. 

Mr. Mutuoy. Senator, I didn’t say I didn’t know that, I knew 
that it was imported wheat. But I cannot truthfully say that I told 
Mr. Thornton that. 

The CuairmMan. Mr. Mulloy, when you made the purchase of that 
wheat in Minneapolis, you made that purchase from whom? 

Mr. Mutuoy. Bunge Corp., Minneapolis. 

The CHarrmMan. And the manager of the Bunge Corp. in Minnea- 
polis is who? 

Mr. Mutuoy. At the moment, it is a comanagership, Mr. Hender- 
son and Mr. Ringwold. 

The CHarrMAN. Who was at the time you contracted the purchase? 

Mr. Mutuoy. I believe, as I remember, I talked to Bob Henderson 
most of the time. 

The CuarrmMan. And Mr. Kellogg? 

Mr. Mutuoy. Very seldom. As a matter of fact, Mr. Kellogg may 
have been gone from Bunge before that. 

The CuarrMan. When you made the purchase, did you have any- 
thing to do with the shipping instructions? 

Mr. Mutuoy. Yes. 

The CHarrMAN. You arranged to have it shipped to Galveston? 

Mr. Mutuoy. That is correct. 

The CHarRMAN. And you knew it was Canadian imported grain? 

Mr. Mutuoy. Yes, sir. 

The CuarrMan. And you felt it was none of your business to inform 
the Galveston Wharves that this grain was imported grain and that 
it was feed grain and that it came into Minneapolis under the label 
“Unfit for human consumption,”’ and you felt it was none of your 
responsibility to inform the elevator that you consigned this grain 
to, of what you had purchased and consigned to that elevator for 
storage—you felt that was none of your business? 

Mr. Mutiow. Senator—— 

The CHarRMAN. Answer that question. Was it any of your business 
to inform them the quality and where the grain originated? 
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Mr. Mutuoy. Senator, I told them it was Sample grade — 
That is the grade I had, Sample grade Northern Spring whea 

The CHarrMaANn. But you did not ‘feel you were Seasonal to 
inform them this was imported grain? 

Mr. Mutiow. No, sir. 

The CHarrMaANn. And you did not inform the Galveston Wharves 
elevator that this was imported grain? 

Mr. Mutuoy. Senator—— 

The CHAIRMAN. Supposing someone in Minneapolis made a con- 
trary statement to what you are testifying now under oath. Where 
would that place you? 

Mr. Mu.uoy. Senator, as I said before, I do not recall telling the 
Galveston Wharves or the Stone Forwarding Co.; however, I may. 
But I do not recall having done so, that it was Canadian grain. 

The CHarrMAN. You felt, as a grain purchaser, knowing the strict 
regulations on imported grain, that you were under no moral obli- 
gation to inform them that you made this purchase and that it was 
imported grain when you made the purchase, and that you were con- 
signing them an imported grain that came off the vessel in Duluth, 
marked “Unfit for human consumption’? You felt you were not 
morally bound to give that information to the manager of the Gal- 
veston Wharves? 

Mr. Mutuoy. Senator, at the time the grain came down here it was 
not unfit for human consumption. 

The CuarrMan. At the time you made the purchase, however, as 
a grain man, you knew it to be imported? 

Mr. Mutuoy. | knew it to be imported. 

The CHarrMan. And you also knew no millable wheat could be 
imported. 

Mr. Mutuoy. Senator, that is not the information I had. 

The CuarrMan. There is, however, your knowledge of the grain 
business. You knew this grain came off a vessel in the city of 
Duluth, or at the wharf in Duluth, as an imported grain. 

Mr. Mutuoy. That’s right. 

The CuHarrMaANn. And you purchased it in Minneapolis? 

Mr. Mutuoy. That’s correct. 

The CHarrMan. And you knew nothing other than an animal feed 
grain could come in. 

Mr. Mutuoy. Senator, I was told that that was perfectly all right 
for milling purposes. 

The CuarrMan. You were told by whom? 

Mr. Mutuoy. By our organization, Bunge Corp. 

The CuarrMan. In New York? 

Mr. Mutuoy. In Minneapolis and New York. 

The CHAarRMAN. You, however, knew it was imported grain? 

Mr. Mu tuoy. I knew it was imported grain. 

The CHarrMan. And you did not see fit to inform the elevator to 
which you had this grain assigned that this was imported grain 
coming in? 

Mr. Mutuoy. I did not, because I thought that was New York’s 


job to do it. 


The CHarrMAN. I have no more questions. 
Senator ELLENDER. One more question. 
| 








484 IMPORTATION OF FEED WHEAT 


You say you were instructed to buy this wheat at Minneapolis by 


Bunge, New York? 

Mr. Mutuoy. That’s right. 

Senator ELLtenpER. Who did you buy it from? 

Mr. Mutuoy. Bunge, Minneapolis. 

Senator ELLENDER. Bunge bought it from Bunge? 

Mr. Mutuioy. Bunge bought from Bunge. 

Senator ELLENDER. The same corporation? 

Mr. Mutuoy. Yes. And I sold it to Bunge, New York. 

Senator ELtenpDER. Why should Bunge buy wheat they already 
own? 

Mr. Mutuoy. It was strictly an interoffice transaction, because I 
handled all the papers on the wheat that moved to the Galveston 
Wharves, all the domestic papers. 

Senator ELLENDER. What procedure did you go through to buy 
it from Bunge, Minneapolis? Did you bid for it? 

Mr. Mutuoy. I called them on the telephone, or they called me, 
as the case may have been; there were several different transactions 
and after receiving instructions from New York, I told them we could 
use some of this material, or they had offered it, and I told New York 
about it, and bought it in the regular way. They told me their price, 
and their price was all right, so we bought it. 

Senator ELLENpDER. So, Bunge, Kansas City, bought from Bunge, 
Minneapolis, under instructions from Bunge, New York? 

Mr. Mutuoy. That is correct. 

Senator ELLENDER. Do you know how Bunge, Minneapolis, 
‘quired this wheat? 

Mr. Mutuoy. I am not familiar with that. I know it was brought 
in from Canada. The machinery I don’t know. 

Senator ELLENDER. By whom? 

Mr. Mutuoy. Bunge, Minneapolis. 

Senator ELLENpDER. They purchased it in Canada? 

Mr. Mutuoy. I am assuming they did; it originated in Canada, 
and I assume they bought it in Canada. 

Senator ELLENDER. Do you know anything about the changing of 
the label? 

Mr. Mutuoy. Only I was told the wheat was not unfit for human 
consumption. 

Senator ELLenpER. Although it was so labeled before it came to 
the United States? 

Mr. Mutuoy. I knew it was frosted wheat, however, I did not 
know it was unfit at Duluth. 

Senator Youna. Whose responsibility do you think it would be to 
inform grain men of this area as to whether or not it was Canadian 
wheat? 

Mr. Mutuoy. I thought it was New York’s responsibility. 

Senator Younc. Where is the head office of the Bunge Corp.? 

Mr. Mvutuoy. New York. 

Senator Youna. It’s a foreign-owned corporation, isn’t it? 

Mr. Mutuoy. Well, yes; but I thought you were speaking of 
Bunge, United States; it’s in New York City. 

Senator Younc. Who controls the policy—you think the responsi- 
bility lies in New York. Maybe New York might say that Bunge 
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office in some foreign country would have the responsibility. Do you 
think that would be right if they did so state? 

Mr. Mutioy. No. And I don’t think that they will. 

Senator Younc. You handled the transaction for this area, did 
you not? 

Mr. Mutuoy. That’s correct. 

Senator Youna. And you still think it was New York’s responsi- 
bility, Bunge, New York’s responsibility to inform these people? 

Mr. Mutuoy. Yes, because I didn’t know where the wheat was 
going, didn’t know when it was going to be sold abroad, how it was 
going to be moved, or anything. 

Senator Youna. You billed the wheat out to the Galveston port? 

Mr. Mutuoy. Or had it billed out. 

Senator Youna. You didn’t think it was your responsibility when 
you billed that wheat to properly label it? 

Mr. Mutuoy. Senator, I thought it was properly labeled. It was 
properly graded, as far as I knew, with the Sample grade Northern 
Spring wheat. 

Senator Youne. You didn’t feel it your duty then, as a good busi- 
ness associate, to tell these people they might get into trouble if they 
exported it under ECA, MSA, or [WA? 

Mr. Mutuoy. No, I didn’t, because New York handles the exports, 
Bunge, New York; and I thought that was their responsibility to tell 
them what to do with it. 

Senator Youna. I used to trade horses once in a while, but even 
horse traders would give you some idea if you had a bum horse. 

Senator ELuenper. Mr. Mulloy, how many different times did you 
buy this wheat? 

Mr. Mutuoy. I do not have my records with me, but I would say 
a minimum of six, and probably more than that. 

Senator ELLenpER. And you purchased it from Bunge, Min- 
neapolis? 

Mr. Mutuoy. That’s right. 

Senator ELLENDER. That makes the total amount in question here? 

Mr. Mutuoy. Well, I didn’t bring the records, but the Department 
of Agriculture spent a couple of months in my office in Kansas City, 
so I am sure their figures are accurate. 

Senator ELLENDER. Would you mind telling us whether or not the 
price you paid for it was the same at the various times you purchased 
the wheat? 

Mr. Mutuoy. I don’t think it was exactly the same; however, there 
was not a big difference. 

Senator ELLENDER. Would you be able to tell us how much you 
paid for it? 

Mr. Muttoy. No; $2.18 delivered Galveston is what I remember. 

The CHAIRMAN. What was the current price of wheat at that time? 

Mr. Mutuoy. Senator, this was over a period of several months’ 
time, and I can’t remember that. However, I did hear testimony 
yesterday to the effect that around that time the average price was 
around $2.48 or $2.40, as I recall what they said. 

Senator Younec. What is the freight rate from Canadian ports to 
Galveston? 

Mr. Mutuoy. I don’t know. I know what it is from Minneapolis 
to Galveston. 
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Senator Young. What is it? 

Mr. Mutuioy. About 31 cents a bushel. 

Senator Youne. That would be about 20 cents a bushel more to 
Duluth or the Great Lakes? 

Mr. Mutuoy. No; I don’t think there would be that much differ- 
ence. 

The CuHarrMan. How could you make any money on that? 

Mr. Mutuoy. I am not following you. 

The CuHarrMan. How could you make money on that type of pur- 
chase if you were going to sell it as an offgrade grain? 

Mr. Mutuoy. Well, I don’t think New York intended selling it as 
offgrade grain. 

The CuarrmMan. How did they intend selling it? 

Mr. Mutuoy. In mixing it. 

The Cuarrman. Did they so discuss it with you? 

Mr. Mutuoy. No. But I am sure they had that in mind. 

The CuarrMan. In other words, you are one of the officers and you 
know that is the policy, because you could not bring this in as dam- 
aged unfit for human consumption and then come out on it, paying 
that freight across the country and selling it at that price. 

Mr. Mutuoy. Senator—— 

The CuarrMan. You had to commingle it with something that was 
going out as millable wheat. 

Mr. Mutuoy. That’s right. 

The CuarrMan. It is an obvious thing you all knew what you were 
going to do and you accomplished just exactly what you had in mind 
when you brought that grain in, and that was to put it into channels 
of human food consumption, and it is becoming more obvious with 
the statements of each and every one of you what you endeavored 
when you got the labels removed in Minneapolis. 

Let’s take a break at this point. 

(Short recess.) 

The CuarrmMan. If we may, please come to order, and we will pro- 
ceed with the hearing. 

May we have the witness back in his chair. 

Mr. Guinane, proceed with your questioning. 

Mr. Gurnane. Mr. Mulloy, when you first received instructions to 
handle this Sample grade wheat from the New York office of Bunge, 
whom did you talk to, who gave you the instructions? 

Mr. Mutuoy. It would have been very likely Mr. Kern in New 
York. 

Mr. Gurnang. Who was it? 

Mr. Mutuoy. I don’t remember; it was either Mr. Kern or Mr. 
Hessler. 

Mr. Gurnane. Mr. Kern. And what is his position? 

Mr. Mutuoy. Vice president. 

Mr. Gurnane. Of the Bunge Corp. of New York? 

Mr. Mutuoy. That is correct. 

Mr. Guinane. And the Bunge Corp. of New York is sometimes 
referred to as wholly owned by a foreign interest; is that correct, to 
your knowledge? 

Mr. Mutuoy. As far as I know. 

Mr. Guinane. Who are the other officers of Bunge Corp. of New 
York? 


IMPORTATION OF FEED WHEAT 487 


Mr. Mutuoy. Mr. Straub is the president. 

Mr. Guinane. Who else? 

Mr. Mutuoy. Mr. Jack Meyer, vice president. 

Mr. Guinane. When you receive these instructions, whom do you 
recall that you talked to? ; 

Mr. Mutuoy. Mr. Kern. 

Mr. Gurnane. What did he tell you, as near as you can recall, 
concerning this wheat? 

Mr. Mutuoy. He told me that Minneapolis had some Sample 
grade spring wheat of Canadian origin that had been cleared by the 
customs people for milling purposes, and it was all right for export 
as long as there was no subsidy collected on it. 

Mr. Gurnane. And he told you to be very careful that you did not 
ship out under any subsidy ships? 

Mr. Mutuoy. That I have nothing to do with. 

Mr. Guinane. Nothing at all? 

Mr. Mutuoy. That is correct. 

Mr. Gurnane. He did not tell you to notify the elevator who was 
handling all that wheat to be careful of that? 

Mr. Mutuoy. No, sir. I assumed they took care of that in New 
York. 

Mr. Gurnane. What did he say about IWA? 

Mr. Muuuoy. He said the wheat subsidy could not be collected on 
the wheat. 

Mr. Gurinane. But he told you not to take any precautions? 

Mr. Mutuoy. Mr. Guinane, he did not tell me not to take any 
precautions. 

Mr. Guinane. What precautions did you take? 

Mr. Mutuoy. I sold it to Bunge, New York, and from there on it 
was up to them. 

Mr. Guinane. You sold this wheat to others, didn’t you? 

Mr. Mutuoy. Are you speaking of— 

Mr. Guinane. I am speaking of any Canadian frost-damaged 
wheat that you purchased from Bunge, Minneapolis. 

Mr. Mutuoy. Yes, sir; I sold to others, but it did not came down 
here. 

Mr. Guinang. How much did you sell? 

Mr. Mutuoy. Probably six or seven hundred thousand bushels in 
addition to this million. 

Mr. Gurinane. About 2 million bushels of wheat of this Canadian 
frost-damaged wheat was handled by you in Kansas City? 

Mr. Mutuoy. I think that figure is a little high, but approximately. 

Mr. Gurinane. Or over a million and a half? 

Mr. Mutuoy. I would say so. 

Mr. Guinane. What did you do with the other wheat in addition 
to the over 1 million bushels sent to Galveston? 

Mr. Mutuoy. I sold it to several different firms. I don’t recall 
all the sales at the moment. 

Mr. Gurnane. Did you notify all those purchasers it was Canadian 
frost-damaged wheat? 

Mr. Mutuoy. I cannot say I notified them all, but they were 
grainmen and I thought they knew it. 

Mr. Guinane. Didn’t you receive explicit instructions from 
Bunge, New York, to be very careful, as they testified at Minne- 
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apolis, not to get this in on the International Wheat Agreement 
program? 

Mr. Mutuoy. I cannot say that. I do not remember having 
them—— 

Mr. Guinane. Would you say they did or did not? 

Mr. Mutuoy. I beg your pardon? 

Mr. Gurnane. Would you say they did or did not? 

Mr. Mutuoy. I don’t recall them telling me that. 

Mr. Gurnane. How is it your memory 1s so faulty in many details 
when you say the Agriculture agents spent so much time talking to 
you? 

Mr. Mutuoy. Actually, they didn’t spend time talking to me, but 
going over our records. 

Mr. Guinane. What conversation do you recall having with 
Mr. Cunningham with reference to the fact you had notified both the 
Stone Forwarding Co. and Mr. Thornton of Galveston Wharves that 
this was Canadian-origin wheat? 

Mr. Mutuoy. I do not recall having told Mr. Cunningham that 
I had actually told them that. I told Mr. Cunningham that I thought 
they knew that. 

Mr. GuInaNne. Were you following out the instructions of your 
New York office then? 

Mr. Mutuoy. In doing what, sir? 

Mr. Gurnane. In advising everybody in connection with anything 
you had to do with this wheat, to advise them to be careful not to 
sell this wheat under a Government-subsidy program. 

Mr. Mutuoy. I do not recall my New York office having told me 
that on the wheat that I sold domestically. 

Mr. GuINANE. So, if they told you that, you probably would have 
remembered that? 

Mr. Mutuoy. I don’t remember; I don’t recall. 

Mr. Gurnane. If they had, you would probably remember it 
wouldn’t you? 

Mr. Mutuoy. I don’t know. 

The CHarrMan. Do you have any difficulties with your memory? 

Mr. Mutioy. Senator—— 

The CuarrMAN. You are in the grain business, you know, and it is 
not a small transaction to get seven or eight hundred thousand 
bushels of wheat and then dispose of that to different grain firms, 
and you remember nothing about the conversation leading up to the 
sale of this grain. 

Mr. Mutuoy. I didn’t say I didn’t remember anything about the 
conversation, Senator. I said I do not recall my New York office 
having told me to warn anyone who bought the wheat to be careful, 
to tell anyone who bought the wheat it was not be used for IWA 
purchasers. 

The CuartrMan. Had your New York office given you any informa- 
tion or instructions to be certain to give information that this is 
Canadian imported wheat? 

Mr. Mutuoy. I do not recall them having done so, Senator. 

The CuarrMan. You do not? 

Mr. Mutuoy. No, sir. 

The Cuarrman. And you gave no information out to the purchaser 
of that grain? 

Mr. Mutuoy. I did not say that, sir. 


, 


IMPORTATION OF FEED WHEAT 489 


The CHarrman. Well, did you give information to the purchaser 
of this grain that this was Canadian imported grain? 

Mr. Mutuoy. I think they all knew it, Senator. 

The CHarrMan. But you gave no information to them? 

Mr. Mutuoy. I don’t recall whether I did or not. 

The CHAIRMAN. So you want the record to stand that you are not 
certain whether you gave any information that this is imported grain? 

Mr. Mutuoy. Senator, all I can say is that I don’t remember 
whether I did or not, but I am sure they all knew it. 

The CuHarrMan. How would thev know it? 

Mr. Mutuoy. Having been familiar with the grain trade, and they 
knew the frosted wheat was coming in. ] 

The Cuarrman. And they knew you were the buyer of this grain? 

Mr. Mutuoy. They all knew 

The CHarrMan. Did any of them ask you the specific question: 
“Does this happen to be Canadian imported grain?” 

Mr. Mutuoy. I think 1 or 2 

The CHarrMaNn. That was your answer? 

Mr. Mutuoy. Yes; it was. 

The CuarrMan. And you informed them it was Canadian imported 
grain? 

Mr. Mutuoy. Yes; sir. 

Senator Youne. Who asked you that? 

Mr. Mutuoy. Senator, 1 do not have any records here with me. 
I would say 15 or 20 people to whom I sold this grain, and I am not 
saying I did not tell them it was Canadian grain; however, I cannot 
be sure I did; however, in some instances I know I did; but I don’t 
remember who it was. 

Senator Youna. You remember you did, but you don’t remember 
to whom? 

Mr. Mutuoy. It has been some time, and I don’t remember who 
I told it was Canadian grain. I know I told some of them. 

Senator Youna. As a grain man, you knew people could get in 
trouble; didn’t you? 

Mr. Mutuoy. No; not as long as it was used for domestic purposes, 
because I had been informed it was all right to use the wheat for 
milling purposes. 

Senator Youna. Did you ever question your informer? 

Mr. Mutuoy. No; because it was my superiors, and I was sure 
they knew. 

Senator Youna. But you also knew what the regulations are on 
imported grain? 

Mr. Muuuoy. Iam not familiar with them. I know we have a very 
small quota with Canada, but as far as importing grain, I have never 
done any of it and I am not familiar with it. 

Senator Younae. Did the Galveston Wharves ever call you and ask 
you any questions about this grain that was purchased in Minneapolis 
and was consigned to Galveston Wharves, as to where it came from, 
what type of grain it was? 

Mr. Mutuoy. Not to my knowledge. 

Senator Youne. You can’t be positive? 

Mr. Mutuoy. Well, I don’t think they ever asked me. 

Senator Youne. Did you have many conversations with Mr. 
Thornton? 

Mr. Mutuoy. Very few. 
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Senator Younae. But you did have some conversations with 
Mr. Thornton? 

Mr. Mutioy. You mean concerning this grain? 

Senator Youna. Did you have any telephone conversations with 
Mr. Thornton? 

Mr. Mutuoy. Yes, I suppose so. 

Senator Youne. Now, if you were not the consignee of this grain, 
it was handled by the New York office, why would you have tele- 
phone conversations with Mr. Thornton? 

Mr. Mutuoy. I was the consignor on the grain down here. 

Senator Younac. You informed us it was up to the New York office 
to inform Mr. Thornton and the Galveston Wharves as to the quality 
and where this grain originated. 

Mr. Mutuoy. No, I didn’t say the quality. 

Senator Youna. Then, as to where this grain originated. You felt 
that was the responsibility of New York. 

Mr. Mutuoy. Yes, sir. 

Senator Young. Then, why were you in communication with 
Mr. Thornton? 

Mr. Mutuoy. On other matters. 

Senator Youna. What would be the other matters? You were 
not shipping grain to him. 

Mr. Mutuoy. Beg your pardon? 

Senator Youna. Were you shipping grain to Mr. Thornton? 

Mr. Mutuoy. Oh, yes. 

Senator Youna. Where were you buying the grain? 

Mr. Mutuoy. All over, Kansas, Missouri, Texas. 

Senator Youna. Did you buy any grain out of Minneapolis? 

Mr. Mutuoy. In addition to this, no. 

Senator Youna. You just bought this grain and shipped to him. 
Mr. Mutxioy. Out of Minneapolis; yes, sir. 

Senator Youna. And Mr. Thornton knew you were shipping it? 
Mr. Mutuoy. Yes. 

Senator Youna. And Mr. Thornton talked to you on the phone? 
Mr. Mutuoy. I wouldn’t say on that. 

Senator Youna. What else did you have a conversation with him 
on? 

Mr. Mutuoy. I had very few conversations, and I don’t converse 
with him on them now. 

The Cuarrman. I have no further questions. 

Mr. Gurnane. I'd like to ask a few. 

Senator Youna. As I recall, Mr. Kellogg was associated with the 
Bunge Corp. and other Bunge officials of Minneapolis stated spe- 
cifically they were careful to tell everyone this was Canadian grain. 

Mr. Mutuoy. They told me. 

Senator Youna. They said they were careful to tell everyone else. 
Why would they be so careful about it and not you? 

Mr. Mutuoy. Senator, I am not sure I didn’t tell everyone else. 
As I mentioned earlier, I know I told some of them and I also said I 
was sure everyone knew it was Canadian grain with whom I traded. 

Senator Young. You think Mr. Thornton knew? 

Mr. Mutuoy. I didn’t trade with Mr. Thornton; I didn’t sell him. 

Senator Young. You shipped it down here; didn’t you? 

Mr. Mutuoy. I shipped it down here for our account. 
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Senator Young. And you wouldn’t tell him it was Canadian 
wheat? 

Mr. Mutuoy. Senator, I think and I still believe that was New 
York’s job to tell him the disposition of the grain. 

Senator Youna. Even if he went to jail or was prosecuted for it, 
you didn’t think, as a friend, you should tell him? 

Mr. Mutuoy. I thought New York had told him. I don’t know. 
The disposition of the grain was in New York, not with me. 

Senator ELuenper. The transactions you had with Mr. Thornton, 
and the grain people here in Galveston was to store the grain? 

Mr. Mutuoy. Oh, yes. 

Senator ELtenper. Then, they were not purchasers of it? 

Mr. Mutuoy. Oh, no. 

Senator ELtenpER. Therefore, you had no reason to tell them it 
was Canadian wheat? 

Mr. Mutuoy. That’s right. 

Senator ELLeNpDER. If you told it to anybody, it must have been to 
those who bought the wheat; is that right? 

Mr. Mutuoy. That is correct. 

Senator Young. Wasn’t Mr. Thornton equally responsible as a 
purchaser if he commingled that out with [WA wheat? 

Mr. Mutuoy. That is what I say, that 1 am sure—I don’t know 
whether they told him what the origin of the wheat was, but I am 
sure instructions emanated from New York it was not to be used on 
IWA wheat. 

Senator Youna. I would think you would feel obligated to tell Mr. 
Thornton as well as purchasers. 

Mr. Mutuoy. We didn’t sell him any wheat. 

Senator. Youne. He mixed it out. 

Mr. Mutuoy. He did that for the account of New York, and I 
assume they told him what to do with the wheat, whether or not they 
told him the origin, I am positive they told him not to use it in the 
IWA program. 

Senator ELLENDER. How do you know that? 

Mr. Mutuoy. I am assuming it. 

Senator ELLenpDerR. Just an assumption on your part? 

Mr. Mutuoy. I didn’t hear the conversation; there is nothing, no 
writing. 

Senator ELtenpER. Do you think they should have told him? 

Mr. Mutuoy. Yes. 

Senator Youna. Have you made Christmas presents to grain 
dealers or warehousemen? 

Mr. Mutuoy. No, sir. 

Senator Youna. None whatever? 

Mr. Mutioy. You mention Christmas presents—— 

Senator Younc. Or payments of any kind. 

Mr. Muttoy. Yes, as a matter of fact I have; and as Mr. Cunning- 
ham knows, I paid the hotel bill of Dave Sweeney in Chicago for 2 
or 3 days, that amounted to $64.81. I paid that. He gave me the 
bill for the hotel and I gave him a check for it. I think there is a 
photostatic copy of that. 

Senator Youne. You knew he was a public official, didn’t you? 

Mr. Mutuoy. I knew he was assistant general manager for the 
Wharves here. 
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Senator Youne. Do you think it proper to pay hotel bills or give 
any gratuities to public officials? 

Mr. Mutuoy. It was a small thing. I didn’t give it too much 
thought. Had I thought there was anything wrong with it, obviously 
I wouldn’t give him a Bunge check made out to him. 

Senator Young. You read in the newspaper the accounts of the 
RFC, where they were given small hams and big hams; that was 
considered improper. And dinners that were considered improper. 

Mr. Mutuoy. Yes, sir; I have read all that in the last few years. 

Senator Youna. And it didn’t mean a thing to you after you read 
it? 

Mr. Mutuoy. I won’t say it didn’t mean anything. 

Senator Youna. You kept right on. 

Mr. Mutuoy. I did it once; I paid his hotel bill in Chicago. 

The CuarrMan. Will you tell us why you paid that hotel bill? 

Mr. Muuuoy. Yes; I will. He was on vacation and wanted to 
spend a few days in Chicago and didn’t think he could afford it, and 
I said, “I will pay your hotel bill.”’ 

The CuatrMan. Why did you necessarily concern yourself with his 
staying in Chicago? 

Mr. Muuioy. He wanted to stay in Chicago. 

The CuarrMAN. Where were you at the time? 

Mr. Muuuoy. In Kansas City. 

The CHarrMan. But he came by way of Kansas City to talk to 
you about a vacation trip? 

Mr. Mutuoy. No. sir. I was talking to him on the phone, and he 
told me he was going on vacation and would like to spend a few days 
in Chicago but didn’t think he could afford it; and he came by Kansas 
City and I gave him a check reimbursing him for this hotel bill. 

The CuarrMan. Did you ask him for the hotel bill? 

Mr. Mutuoy. He gave it tome. I don’t think I asked him for it. 

The CuarrMan. But it had been previously agreed you would pay 
the hotel bill? 

Mr. Mutuoy. That is correct. 

Senator Youna. Are there any other similar occasions of your pay- 
ing the hotel bills of public officials? 

Mr. Mutuoy. No, sir. 

Senator Youna. Or Christmas presents? 

Mr. Mutuoy. Not that I recall. 

Mr. Guiyang. What was the date of this visit of Mr. Sweeney 
where you paid the hotel bill? 

Mr. Mutuoy. I think it was probably around June of last year. I 
can’t be certain. 

Mr. Guinane. That was after the Canadian frost-damaged wheat 
had been shipped out of the elevator? 

Mr. Mutuoy. No; I don’t think so. The date on the check, of 
which Mr. Cunningham has a record, will tell us what time the visit 
was. 

Mr. Gurnane. It was after the wheat had arrived at the elevator? 

Mr. Mutuoy. I don’t know. 

Mr. Gurnane. It didn’t have any connection with the mixing of 
this frost-damaged Canadian wheat, that visit? 

Mr. Mutuoy. No, sir. 
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Mr. Gurnane. You talked to Mr. Sweeney, he knew this wheat 
was Canadian, didn’t he? 

Mr. Mutuoy. I don’t know. I am assuming that he knew. 

Mr. Gurnane. Didn’t you ever talk to any of them? 

Mr. Mutuoy. Certainly, [ talked to them, but I cannot tell you 
I told them it was Canadian wheat. 

Mr. Guinane. Didn’t you ask Mr. Sweeney how he was getting rid 
of the Canadian wheat? 

Mr. Mutuoy. No, sir. 

Mr. GuInaNne. You referred to it always as Sample grade Dark 
Northern Spring wheat, didn’t you? 

Mr. Mutuoy. I don’t recall asking Mr. Sweeney how he was getting 
along with the wheat at all. 

Mr. Gurnane. And no discussion took place on Mr. Sweeney’s 
visit, and your payment of his hotel bill, that had nothing to do with 
clearing Bunge wheat through the elevator? 

Mr. Mutuoy. That is correct. 

Mr. Guinane. Nothing at all? 

Mr. Mutuoy. That is correct. 

The CHarrMan. Were you in the habit of picking up hotel bills for 
anyone else in the grain business? 

Mr. Mutuoy. That is all I recall. 

The CHarrMANn. You never picked it up for any of the other port 
elevator people? 

Mr. Mutuoy. No, sir. 

The CuHarrman. How did you become so chummy with Mr. 
Sweeney? 

Mr. Mutuoy. I can’t say I was particularly chummy with him. 

The CHarRMAN. You must be chummy if you picked up a hotel bill. 

Mr. Mutuoy. Senator, | said I did it for goodwill purposes; he has 
helped us get cars unloaded and boats loaded down here. Naturally, 
I am embarrassed about doing it now, but it is too late now. 

Mr. GurInang. You sold some of that Canadian frost-damaged 
wheat to Uhlmann Elevator, didn’t you? 

Mr. Muttoy. Yes, sir. 

Mr. Guinane. How much did you sell them? 

Mr. Mutuoy. I don’t recall. 

Mr. Guinane. Can you guess? 

Mr. Mutuoy. L would say probably one hundred or one hundred 
fifty thousand bushels. 

Mr. Gurnane. It might be a hundred and fifty thousand bushels? 

Mr. Mutuoy. That is correct. 

Mr. GuInane. Tell us about that sale, when did it take place? 

Mr. Mut toy. I don’t remember. 

Mr. Gurnane. Around December 1951? 

Mr. Mutuoy. I don’t remember. 

Mr. Guinane. You remember about that transaction, don’t you? 

Mr. Mutioy. I remember selling the wheat. 

Mr. Gurinane. Go ahead and tell us about it. 

Mr. Muttoy. I sold him 150,000 bushels of spring wheat. 

Mr. Guinane. Did you tell him it was Canadian damaged wheat? 

Mr. Muttoy. I am sure he knew. 

Mr. Guinane. What did he do with that Canadian wheat? 

Mr. Mutuoy. I don’t know. 
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Mr. Gurnane. You don’t have the slightest idea? 

Mr. Mutuoy. I am assuming he mixed it off. 

Mr. Guinanz. Did the Bunge Corp. buy considerable wheat from 
Uhlmann Grain Elevators? 

Mr. Mutioy. We bought some. 

Mr. Gutnanze. How much? 

Mr. Mutuoy. Mr. Guinane, I don’t know. 

Mr. Gurnang. Would it be a million and a half bushels? 

Mr. Mutuuoy. I didn’t buy that much from him; I don’t believe so; 
I don’t have any records here. 

Mr. Guinane. Did you sell him as much as a million and a half 
bushels? 

Mr. Mutuoy. Did I sell him? 

Mr. Gutnane. Did Bunge sell him? 

Mr. Mutuoy. Are you asking me did I sell him or did I buy that 
much? 

Mr. Gurnane. Did you buy that much back from him? 

Mr. Mutuoy. I don’t know. 

Mr. Gurnane. Did you buy 5,000 bushels from him? 

Mr. Mutuoy. Oh, yes. 

Mr. Gurnane. A hundred thousand bushels? 

Mr. Mutuoy. I would say so. 

Mr. Guinane. Did you buy a million bushels? 

Mr. Mutuoy. I don’t know. JI’d—well, I had several trades with 
him. 

Mr. Gurnane. It could have been a million bushels? 

Mr. Mutuoy. I don’t know, sir. 

Mr. Gurnang. What did you do with the 500,000 or a million 
bushels you might have bought from the Uhlmann elevators? 

Mr. Mutuoy. Very likely, it came to the port here 

Mr. Guinane. And it was exported? 

Mr. Mutuoy. Certainly. 

Mr. Guinane. And it was exported under the International Wheat 
Agreement, wasn’t it? 

Mr. Mutuoy. That I don’t know. 

Mr. Gutinang. You were the shipper, weren’t you? 

Mr. Mutuoy. I was a purchaser. It came down here. What the 
disposition of that wheat was, I do not know. 

Mr. Guinange. You do not know the disposition? 

Mr. Muuuioy. That’s right. 

Mr. Guinane. That was all handled by your office at New York 
although you handled it? 

Ir. Muntoy. Could you tell me the grade of the wheat that I 
bought from him? 

Mr. Guinane. Yes, we will give you all the information, but I 
wanted to see if you didn’t remember something about that trans- 
action. 

Mr. Mutuoy. I think there were several transactions. 

Mr. Gurnane. I was wondering if you would sit here and tell us 
you didn’t remember anything about a transaction wherein the 
Bunge office at Kansas City sold to Uhlmann Elevators Canadian 
frosted wheat imported from Canada, and that then the Bunge 
Corp. of Kansas City turned around and purchased grain from 
Uhlmann Elevators, and after that was mixed with considerable 
wheat and shipped out under the international wheat program. 


IMPORTATION OF FEED WHEAT 495 


Mr. Mutuoy. I don’t know about it being mixed, but we have 
bought quantities of wheat from the Uhlmann elevators for years, 
and still do it at times. 

Mr. Gurnaner. Have you any idea how much subsidy was collected 
by Bunge organization during 1950, 1951, and 1952? 

Mr. Mutuoy. I think I heard some testimony to the effect $35 
million. 

Mr. Gurnane. And how much of that represented subsidies that 
you handled at the Kansas City office? 

Mr. Mutuoy. I do not enter into any subsidy collections. 

Mr. Guinane. You have no knowledge. Do you have a profit- 
sharing agreement with Uhlmann Elevators? 

Mr. Mutuoy. That is something I don’t know about. That is 
between Uhlmann Elevators and Bunge, New York, and I am sure 
there is some kind of lease arrangement. 

Mr. Guinane. And you do not have a copy of that agreement? 

Mr. Mutuoy. No, sir; I do not. 

Mr. Guinane. Well, don’t you know what that agreement is? 

Mr. Mutuoy. No, sir. 

Mr. Gurnane. It is a profit-sharing agreement, is it? 

Mr. Mutuoy. I guess it is. We own the elevators and they 
operate it. 

Mr. GuINnane. So, sales of wheat by Bunge to Uhlmann and repur- 

chase of wheat by Bunge from Uhlmann is really just a lot of paper 
transactions, where both organizations share in a profit-sharing agree- 
ment; is that correct? 
Ph Mr. Mutuoy. No, sir. I am not saying the profit-sharing agree- 
ment is not correct, but I cannot agree a trade with them is just a 
piece of paper, because every time I have ever traded with Uhlmann 
Elevators, I have certainly paid the market, I’ll tell you that. 

Mr. Guinane. Do you have any recollection whatsoever of pur- 
chasing 50,000 bushels of wheat from elevator B? 

» Mr. Mutxoy. Yes; I know it was purchased by our New York 
office and they turned the trade over to me. 

Mr. Guinane. They what? 

Mr. Mutuoy. They turned the trade over to me. 

Mr. Gurnane. What part did you have in it? 

Mr. Mutuoy. I confirmed it and paid elevator B for the wheat. 

Mr. Guinane. Why was that wheat required? 

Mr. Mutuoy. Well, we can always use one hard wheat when we 
have a program, when we are exporting wheat. 

Mr. Gurnane. And you paid elevator B by check in the amount 
of $125,000? 

Mr. Mututoy. Whatever the amount was. 

Mr. GuInaNne. What evidence did you receive then that you ever 
received the wheat? 

Mr. Mu tuoy. It was transferred to our stock. 

Mr. GuInane. Bunge got credit for that? 

Mr. Mutuoy. That’s right. 

Mr. Gurnane. You never did see the wheat or evidence of what 
type of wheat it was? 

Mr. Muttoy. No, sir. 

Mr. Guinane. It was supposed to be No. 1 wheat? 

Mr. Mutuoy. That’s correct. 

Mr. Gurnane. Do you know it was? 
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Mr. Mutuoy. I assume at least as stock of No. 1 Hard wheat was 
credited with that amount? 

Mr. Gurnane. You knew the price on that? 

Mr. Mutuoy. The trade was made between Mr. Thornton and 
Bunge of New York, not with me. 

Mr. GuinaNne. But you knew it was about 9 or 10 cents under the 
regular market price? 

Mr. Mutuoy. I didn’t look up the market on the day of the trans- 
action. 

Mr. Guinang. Do you know as a matter of fact that any wheat 
from the elevator passed to Bunge other than a credit account? 

Mr. Mutuoy. Mr. Guinane, it has been brought out in testimony, 
wheat of like kind was commingled, so there was no physical trans- 
action until we loaded the wheat out on vessel. 

Mr. GurInaneE. You say you handled a lot of this Canadian wheat 
for export? 

Mr. Mutuoy. Yes, sir. 

Mr. Guinanz. Why was duty paid at Duluth and Minneapolis if 
it was for export? 

Mr. Mutuoy. I am not familiar with the exports of wheat; I don’t 
know about that. I have never exported a bushel of wheat. 

Mr. Guinane. Did it strike you as funny duty was paid on that 
wheat for consumption entry in the United States when there was 
no reason for it, if the wheat was going to be exported? 

Mr. Muuuoy. Mr. Guinane, I cannot answer that because I am 
totally unfamiliar with exports of wheat other than I knew we had 
a small quota with Canada. I do not know the mechanics. 

Mr. Gurnane. Senator, if you have no further questions, I have 
no further questions right now. 

Mr. Sranton. Duty on this wheat would have been over, for 
over a million bushels, that would have been something over $75,000 
duty, according to my calculations. Is it customary for Bunge to 
pay sums of money like $75,000 or more where there is no need to 
pay it? 

Mr. Mututoy. I wouldn’t think so. 

Mr. Stanton. You have no idea what the reason was they would 
pay it? 

Mr. Mutuoy. All I can say is I am not familiar with that trans- 
action prior to the time I bought it from Minneapolis. 

Mr. Sranton. Do you know this Sample grade wheat you shipped 
to Galveston was to be mixed off with wheat belonging to others as 
well as Bunge? 

Mr. Mutuoy. No, sir. 

Mr. Guinane. Mr. Mulloy, when did this conversation with your 
New York office of Bunge first take place concerning the shipment of 
wheat to Galveston? 

Mr. Mutuoy. You are speaking of the spring wheat? 

Mr. Guinang. The spring wheat. 

Mr. Mutuoy. I would say it was probably in March of 1952; 
however, I cannot be absolutely accurate on that. 

Mr. GuinaneE. About March of 1952? 

Mr. Mutuoy. That’s right. 
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Mr. Guinane. I want to show you a photostati copy of a piece 
of paper here and ask you to read it and identify it and tell us what 
it is. 

Mr. Mutuoy. It’s a purchase contract 

Mr. Gutnane. Speak a little louder, please 

Mr. Mutuoy. It’s a purchase contract that the Kansas City office 
has made from Bunge of Minneapolis of 50,000 bushels of Sample 
grade Northern Spring wheat at $2.15 a bushel delivered, Mobile, 
Ala. 

Mr. Gurnane. And is there any other reading on there? 

Mr. Mutuoy (reading): 


Official grades and official rates, shipment quick, bill to us at Mobile, Ala., care 
of Makley Export Corp. for the Alabama Grain Elevator, you to furnish extra 
copy of the extra bills of lading, guaranteed not tough or condemned. 


Mr. Guinane. Turn over to the next photostat, please. 

Mr. Mutuoy. This is a purchase dated May 10, 1952, purchased 
from Bunge Corp., Minneapolis, 80,000 bushels of Sample grade 
Northern Spring wheat at $2.35 a bushel, delivered Galveston for 
export. There is a notation on there: 

This wheat grown in USA, official grades, official weights, ship to us at Galves- 
ton, care Stone Forwarding Co., for Galveston elevator B; please furnish extra 
copy of bill of lading, we to furnish permit. 

Mr. GuInane. Now, that statement “grown in the USA,” that 
appears in the other photostat that you didn’t read? 

Mr. Mu tuoy. It is scratched out there. 

Mr. Guinane. Who scratched that out? 

Mr. Mutuoy. I don’t know. 

Mr. Guinane. Who put it on. 

Mr. Mutuoy. Someone in my office in Kansas City. 

Mr. Guinane. Did you put it on yourself? 

Mr. Mutuoy. No, sir. 

Mr. Guinane. Why was that put on when you knew this was 
Canadian frost-damaged wheat? 

Mr. Mutuoy. Because it’s a standard form there to put it on 
everything. 

Mr. Guinane. A standard form to notify a purchaser he is buying 
good United States wheat to go under the international wheat program? 

Mr. Muttoy. No, sir; it doesn’t go on our sales. This is purchases. 

Mr. Gutnane. I would like to offer these for the record, sir. 

The CHarrMAN. It will be made a part of the record. 

(The documents referred to above are as follows:) 
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The CHarrMAN. You may proceed with the questioning. 

Mr. Gur1nane. I think that is all we have. 

Senator ELLENDER. May I ask one question about the document? 

The Cuarrman. Indeed. 

Senator ELLENDER. Why is it your office scratched it out in one 
place and not the other? 

Mr. Mutuoy. I don’t know, Senator; we did not scratch it out. It 
was the office on the other end that scratched it out. I assume that, 
anyway, and they probably asked us to, which we did. 

Senator ELLENDER. You mean Bunge, New York? 

Mr. Mutuoy. No, Bunge, Minneapolis; it is addressed to Bunge, 
Minneapolis. 

Senator ELLENDER. You say they must have scratched it out? 
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Mr. Mutuoy. Well, they couldn’t have scratched that copy out 
because that remained in our office, after they received it they prob- 
ably asked us to scratch it off, which we did. Do you follow me? 

Senator ELLENDER. Yes, I follow you. Why wasn’t it done in the 
second one? 

Mr. Muuutoy. I did not know why they didn’t object to it if they 
wanted to. 

Senator ELLENDER. What kind of wheat was this? 

Mr. Mutuoy. I am sure it was Canadian spring wheat. 

Senator ELLENDER. Both of them? 

Mr. Muuuoy. Yes, sir, I am positive of it. 

Senator ELLENDER. You are positive they were both Canadian 
spring wheat? 

Mr. Mutuoy. Yes, sir. 

The CHarrMAN. Any further questions? 

That is all, Mr. Mulloy. 

Mr. Gurnane. Mr. Perich, I want to ask you a question, please. 

The CuarrmMan. You may retire, Mr. Mulloy, and Mr. Perich will 
assume the stand. 


TESTIMONY OF STEPHEN P. PERICH, VICE PRESIDENT, STONE 
FORWARDING CO., GALVESTON, TEX.—Resumed 


Mr. Guinane. Mr. Perich, do you recall receiving a telegram dated 
November 26, 1952, from Bunge Corp., addressed to the Stone 
Forwarding Co., Galveston, reading as follows: 

Essential all wheat shipped Brazil be U. §. origin. 

Do you recall such a wire? 

Mr. Pericu. I don’t recall it; no, sir. 

Mr. Guinane. And a letter verifying that was also sent, was’ it? 
Do you recall that a letter verifying this wire was also received by 
Stone Forw rm Galveston? 

Mr. Pericn. I don’t recall that. That could be handled by the 
office manager, Mr. Dodge, who is our grain man. 

Mr. Gutnane. This wouldn’t be of sufficient importance for your 
employees to call to your attention? 

Mr. Pericu. It might be, but I don’t remember him calling it to 
my attention. 

Mr. Gurinane. I'd like to ask you to get from your records your 
file and the original of the wire that you received from Bunge Corp. 
and a confirming letter dated November 26, 1952 

Mr. Pericu. I will get it for you; I didn’t bring my records up here. 

Mr. GuInaNne. You don’t recall receiving it all all? 

Mr. Pericu. No, I don’t. 

Mr. GuinangE. You don’t know why they would be anxious to 
advise you it was essential all wheat sent to Brazil be United States 
origin? 

Mr. Prericu. No, sir. 

Mr. GuInaNeE. You don’t know why they sent that order? 

Mr. Pericu. No, sir. 

Mr. Guinane. You don’t think it meant you were sending all the 
wheat as far as ‘you were concerned, to go to any destination, ECA 
MSA, or IWA? 

Mr. Pericn. No, sir. 
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Mr. Gurnane. If you will, please get those wires. 

Mr. Pericu. I will have to get them from my office. I will send 
down and get them. 

The CuarrmMan. You do that, Mr. Perich. 

Mr. Gutnane. I'd like to put Mr. Cunningham on while we are 
talking about this. 

In connection with your investigation of this case, Mr. Cunning- 
ham, you found the Bunge organization had sold some wheat to 
Uhlmann Grain Elevators at Kansas City? 

Mr. Cunnincuam. We found Bunge Corp. at Kansas City sold 
Uhlmann Elevators of Texas 507,612 bushels of Sample grade Dark 
Northern Spring wheat. 

Mr. Gurnane. Had your Division previously traced that wheat as 
being Canadian, unfit wheat, that had been imported from Canada? 

Mr. Cunntnauam. We had; yes. 

Mr. Guinane. Go ahead. 

Mr. CunninGuam. And this wheat was blended with other wheat 
belonging to Uhlmann Elevators Co. of Texas; and 461,746 bushels 
of this wheat was sold back to Bunge Corp.; and it was exported 
through the elevator B here and the Houston Public Elevator at 
Houston. 

Mr. Guinane. You followed those exportations through. Could 
you give us the names of consignees and ships and the amounts? 

Mr. CunnincHaM. We have a list of the ships on which this wheat 
was loaded, and it was charged off to 13 ships on which IWA subsidy 
had been claimed. 

Mr. Guinane. On those 13 ships that IWA subsidy was claimed, 
what is the total amount of wheat shipped by the Bunge Corp. in 
those 13 ships? Do you have those figures? 

Mr. Cunninauam. Yes. 130,083 bushels of Canadian wheat were 
included in the cargoes that were exported from Galveston and 39,822 
bushels of Canadian wheat were included in cargoes exported from 
Galveston. 

Mr. Gutnang. From where? 

Mr. Cunnincuam. Galveston. 

Mr. Gurnane. What was your first figure? 

Mr. Cunnincuam. From Houston. 

Mr. Gurnane. How much subsidy was claimed on those shipments 
by Bunge Corp.? 

Mr. CuNNINGHAM. $570,304 was claimed on the ships exported 
from Houston; and $1,440,076.78 was claimed on the ships exported 
through Galveston. 

Mr. Gutnane. Will you please repeat the figures again. 

Mr. CunNINGHAM. $570,304 was claimed on the ships that were 
exported through Houston; and $1,440,078.78 was collected on the 
ships exported through Galveston. 

Mr. Guinang. Now, you talked to others concerning those ship- 
ments. Please relate to whom you talked. 

Mr. CunnincHam. We talked to Mr. Mulloy, the manager of Bunge 
Corp. in Kansas City, with reference to the representations he made, 
that were made at the time this wheat was sold to Uhlmann Elevators 
Co. of Texas. 

Mr. Gurnane. This Canadian wheat? 
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Mr. CunnincHam. Yes. And he says on this lot of 150,000 no 
representations were made with reference to the origin of the wheat. 

The CuatrMAN. But you traced it through so you knew it was the 
Canadian feed wheat that had been imported? 

Mr. CUNNINGHAM. Yes. 

The CuHarrMan. And entered the United States labeled as unfit 
for human consumption? 

Mr. CunninGHam. Yes. And that was admitted by Mr. Mulloy 
and Jack Greeman, vice president of Uhlmann Elevators of Texas. 

The CHAIRMAN. You say it was admitted by those two men? 

Mr. CuNNINGHAM. Yes, that they knew it was Canadian wheat. 

Mr. Gurnang. You found Bunge sold Uhlmann how much wheat? 

Mr. CuNNINGHAM. 461,746 bushels of this wheat which had been 
blended with other wheat. 

Mr. Gurnane. In your conversation with Mr. Greeman at that 
time, what conversation took place? 

Mr. CunninaHam. Well, he stated that he made no representations 
to Mr. Mullow who purchased the 150,000 bushels of wheat, as to 
its origin. 

Mr. Guinane. And he didn’t tell Mr. Mulloy or Bunge that he 
was selling Canadian wheat? 

Mr. CunNINGHAM. No. 

Mr. Guinane. Did he say he assumed Mr. Mulloy knew that? 

Mr. CunninGHam. I don’t recall that statement. That is the in- 
ference that. I got. 

Mr. Gurinane. At that time, did you ask Mr. Greeman for some 
records, information? 

Mr. CuNNINGHAM. Yes. 

Mr. Guinane. What was said? 

Mr. CunninGHAM. He furnished us complete records and informa- 
tion. 

Mr. Guinane. Did he first refuse to give you information? 

Mr. CunninaHam. He furnished the records when they were re- 
quested However, he refused to discuss it prior to receipt of the 
subpena of this committee. 

Mr. Guinane. And after he received the subpena, then he dis- 
cussed it freely? 

Mr. CunninGHaAm. After he received the subpena he discussed it 
freely. 

Mr. GuinaNne. He told you previously he refused to discuss it under 
advice of his counsel; is that right? 

Mr. CunninGHAM. That is true. 

Mr. Guinane. Now, did you discuss then with Mr. Greeman this 
agreement that Uhlmann Elevator had with Bunge Corp.? 
® Mr. CunnrnecHam. Yes; I requested Mr. Greeman to furnish the 
Department with a copy of this profit-sharing agreement with Gano 
Grain Co., which is a wholly owned subsidiary of Bunge Corp. He 
said he would not; through his attorney be said he wouldn’t furnish 
us a copy of this agreement; but he admitted it was a projit-sharing 
agreement. 

Mr. Gurtnane. Now, the profit-sharing agreement is between 
Bunge and whom? 

Mr. CunnincHaM. Between Uhlmann Elevators of Texas and 
Gano Grain Co. 
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Mr. Gurnane. And Gano is wholly owned subsidiary of Bunge 
Corp.? 

Mr. CunnINGHAM. Yes. 

Mr. Gurnane. How is the setup of the organization as to rental 
of elevators, or what not; how is that? 

Mr. CunnincHaM. Gano Grain owns elevators in Fort Worth, 
Tex.; they are leased to Uhlmann Elevators of Texas. There is a 
small amount paid for fixed expenses, such as insurance and other 
expenses, and then the remainder of the rental is based on this 
profit-sharing arrangement, which he refused to divulge. 

Mr. Gurnane. Who is head of the Gano concern? 

Mr. Cunnineuam. Robert F. Straub, who is president of Bunge 
Corp. 

Mr. Gurnane. Is that the same corporation by whom Bailey is 
employed? 

Mr. CuNNINGHAM. Yes. 

Mr. Gurnane. He is the writer of the letters, the same one that 
wrote letters he was entertaining the Commodity Credit people and 
Galveston Wharves people. 

Mr. CuNNINGHAM. Yes, sir. 

Mr. Gurnane. Did you have anything else to say relating to the 
sale or repurchase of that wheat? 

Mr. CunnincHam. No. I'd like to point out the wheat sold by 
Uhlmann Elevators of Texas which contained this Canadian wheat 
was handled through the Houston Elevators in the name of Uhlmann, 
then sold onboard to Bunge Corp. 

Mr. GurinaNne. Sold onboard to Bunge Corp.? 

Mr. CunNINGHAM. Yes. 

Mr. Gurnane. In your investigation did you reach any conclusion 
as to what that indicated, what they were trying to do? 

Mr. CunninGcHam. No, I never was able to prove anything. How- 
ever, when one company sells another company Canadian grain, then 
buys it back and disclaims knowledge of its origin, it looks rather 
queer. 

Mr. Gurinane. You heard the questions I asked on this telegram. 
Where did you obtain the information of receipt of the telegram. 

Mr. CunNINGHAM. This information was in one of the reports from 
our New York office. 

Mr. Guinane. On the investigation of the Bunge Corp. of New 
York? 

Mr. CuNNINGHAM. Investigation on the Bunge Corp. in New York. 

Senator ELLENDER. Were you able to determine what became of the 
rest of the Canadian wheat that was purchased by Uhlmann & Co.? 

Mr. CunntnGHAM. Yes, we have complete disposition of all of it. 
At the time of investigation, 461,746 bushels had been sold to Bunge 
Corp. 

Senator ELtenper. Of that 461,746 bushels, you said almost 200,000 
bushels was Canadian wheat? 

Mr. CunninGHAM. That was all Canadian wheat, 

Senator ELtenper. All Canadian wheat? 

Mr. CunninecHam. All Canadian wheat. 

Senator ELLENDER. I thought you said it was mixed. 

Mr. CunnitncHam. I am not including the figures on the extra 
amount it was mixed with. 
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Senator ExLenpDER. How would you separate it? Did you check 
en the elevators to note whether or not they had any more of this 
Canadian wheat left? 

Mr. CunninaHam. Yes. Through Ublmann Elevator Co. offices, 
through their records in Fort Worth, we determined the cars that 
this wheat was loaded in and shipped to both Galveston and Houston; 
and their records showed the percent of the Canadian wheat that 
was blended in each car; then, we followed it through the records here, 
through the Stone Forwarding Co., elevator B records, and the 
Houston Elevator records and determined the disposition of this 
wheat in accordance with the chargeoffs. 

Senator E.LtenperR. What percentage of the Canadian wheat 
originally purchased from Uhlmann was repurchased by Bunge Co.? 

Mr. CunntncHam. All but 45,866 bushels was repurchased. Now, 
this additional wheat, one lot was blended with other wheat belonging 
to Uhlmann Elevator Co. of Texas and sold to Leval & Co., and that 
was also exported. 

Senator ELLENDER. You mean the 45,000? 

Mr. Cunnrincuam. Not all of it. 

The CuarrMan. What percent of that 45,000? 

Mr. Cunninauam. About half of it. 

The CuartrmMan. That would be about 22,000 or thereabouts? 

Mr. CunninGuHam. Yes. 

The CuartrMan. And that was blended with other wheat and that 
went into the export field? 

Mr. Cunnineuam. Yes; by Leval & Co. 

The CuHarrmMan. You have definitely established that and can 
testify to that in any court if compelled to testify? 

Mr. CuNNINGHAM. Yes, sir. ‘The remaining amount was in store 
at the time of our investigation, however, I think 4 cars or some 
amount—I am not entirely sure—was sold as chicken feed, so we 
accounted for the entire purchase of 507,000 bushels of wheat. 

The CuairMan. Any further questions? 

Mr. GuINnaNe. Just one more. 

Have you approximated in any manner the amount of subsidy 
claims due to the United States Government after that Canadian 
wheat was mixed with other wheat and shipped out? 

Mr. CunnineHam. For Bunge Corp., as | testified yesterday, the 
subsidy on which this wheat has been mixed would equal approxi- 
mately $3% million. 

Mr. Guinane. Does that include all shipments? 

Mr. CunnineHam. That includes all shipments. Now, that 
includes just the investigations in the southwestern area. ‘There 
are also investigations in the New York and Chicago area that I am 
not familiar with. 

The CuairMANn. Those investigations are under way now, to try to 
trace out all transactions of this imported Canadian wheat 

Mr. CuNNINGHAM. Yes, sir; we are tracing all of this imported 
Canadian wheat and determining the disposition of all of it. 

Senator ExLenprer. How did you reach the figure $3 million. 
How many bushels were involved? 

Mr. CunninGuam. I added up the bushels of the ship 

Senator ELLENDER. I am talking about the Canadian wheat only. 
Is that what we are talking about? 
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Mr. CunnincHam. Yes. The figures I have given you represent 
the entire subsidies on ships on which subsidies have been claimed. 

Senator ELLENDER. You mean mixed wheat? 

Mr. CuNNINGHAM. Yes. 

Senator ELLenpER. And not solely the Canadian wheat? 

Mr. Cunnitnauam. No. 

The Cuatrrman. If there are any violations, what recourse is there? 

Mr. CunnrnGcHam. It would appear there would be a civil suit to 
recover the subsidy, or if a criminal case, it would be a criminal case 
for prosecution. 

The CuarrMan. And they would forfeit all the subsidies? 

Mr. CunnINGHAM. That is a legal question being studied by the 
Department of Justice at the present time. 

Mr. Bacuman. I testified in Minneapolis we have three possible 
theories on which that subsidy will be recoverable; one, on purely 
Canadian wheat; next, the contamination; last, the good faith theory 
which is covered by a clause in the international agreement under 
which the vice president of the Commodity Credit Corporation could 
deny the right to Bunge & Co. to participate further in the Interna- 
tional Wheat Agreement, or demand from them the repayment of the 
subsidy in part or in whole on the theory that they have acted in bad 
faith. 

Under the first theory, the pure wheat theory, we would reclaim the 
subsidy on the Canadian wheat or flour manufactured; on the contami- 
nation, if a sale was made on which subsidy was claimed and Canadian 
wheat was blended through all of that flour or through all of that 
wheat, we would reclaim the subsidy on that particular sale. 

The CuarrmMan. Any further questions of Mr. Cunningham? 

The next witness is R. E. Bailey. 


TESTIMONY OF R, E. BAILEY, GANO GRAIN CORP., FORT 
WORTH, TEX. 


(The witness was sworm by the chairman.) 

Mr. Gurnane. Mr. Bailey, what is your present position? 

Mr. Bartey. I am an employee of the Gano Grain Corp. 

Mr. Guinane. What are your duties? 

Mr. Baitey. To see our elevators are properly maintained, and 
write a general market letter once a week to keep our other offices 
informed as to local conditions. 

Mr. Gurnange. What part did you take in this Canadian unfit 
wheat? 

Mr. Battey. I distributed samples. Mr. Kellogg mailed me 
samples of No. 5 and No. 6 Manitoba wheat, and I distributed samples 
to various Fort Worth people. 

Mr. Guinane. For the purpose of seeing if they would buy it? 

Mr. Baruey. Yes, sir. 

Mr. Gurnane. Did you advise them it was Canadian, imported as 
unfit for human consumption? 

Mr. Barney. No, sir. I told them it was Canadian wheat, but 
sample grade wheat not condemned by Minneapolis official grade 
standards. 

Mr. Gurnane. Did you sell quite a lot of it? 

Mr. Baitry. Not personally, no, sir. 
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Mr. Guinane. You did not sell any? 

Mr. Baiey. I quoted prices and distributed samples. 

Mr. GuINANE. As a result of your efforts, did Bunge sell it? 

Mr. Batey. Yes, sir. 

Mr. Guinane. How much, about, was sold? 

Mr. Battery. All I know is that they sold a lot. 

Mr. GuinaNne. Did you get a commission on sales? 

Mr. Bartey. No, sir; just a salary. 

Mr. GuInane. Because Gano Grain is owned by Bunge? 

Mr. Batuey. Yes, sir. 

Mr. GuinaNneE. What were your instructions with reference to con- 
tacting elevators down here? 

Mr. Bariey. Elevators in Texas or Fort Worth? 

Mr. GuInaneE. In Texas, in Galveston. 

Mr. Barxey. I have no operational phase with the elevators in 
Galveston or Houston. 

Mr. Guinane. You have not contacted them at all? 

Mr. Baruery. No, sir. 

Mr. GuInaNne. I want to read an excerpt from a letter read pre- 
viously into the record, dated May 1, 1951, signed “ Dick,” from R. E. 
Bailey to W. G. Kellogg, Bunge Corp., Minneapolis. One paragraph. 
[Reading:] 

We had a nice convention in Dallas. It was my pleasure to entertain the CCC 
fellows and their wives at a dinner Saturday night, also the Galveston Wharves 
folks. This was a very worthwhile evening. 

What do you know about that? What do you mean by that? 

Mr. Baitry. It was enjoyable to get to know those people. I was 
new in Texas. 

Mr. Gurinane. You did have contacts with them? 

Mr. Barry. I said I didn’t have any operational contact. 

Mr. Guinane. But did you pay them anything for handling the 
wheat for Bunge? 

Mr. Baitey. No,sir. I make no disbursements for Gano or Bunge. 

Mr. Gurnane. Did you pay any money on behalf of Bunge or Gano 
Grain Corp. for mixing this unfit wheat? 

Mr. Baitey. No, sir, I did not. 

Mr. GurinaneE. How much did you spend on these entertainments 
for Commodity Credit Corporation people? 

Mr. Baitey. There were a couple there, Mr. Earl Cox and his wife. 

Mr. GuinaneE. Is he still employed by Commodity Credit Corpora- 
tion? 

Mr. Bartey. No, sir, he is not. 

Mr. Gurinane. Who is he now employed by? 

Mr. Batrtey. He is in Fort Worth, with the Bewley Mills. 

Mr. GurinaNne. Does Bunge Corp. have any interest in that mill? 

Mr. Bartey. No, sir. 

Mr. Gurnane. And who else was there? 

Mr. Baitey. And Mr. Sweeney and his wife were there. 

Mr. Guinane. Mr. Sweeney and his wife? 

Mr. Baivey. Yes, sir. And there were two couples, I think were 
relatives of Mr. or Mrs. Sweeney. I had never met them before nor 
since. 

Mr. Gurnane. No conversation took place with reference to 
Canadian wheat? 

Mr. Battey. No, sir. 
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Mr. Gurnane. Mr. Sweeney didn’t say, “I am handling a lot of 
that Canadian wheat’’? 

Mr. Batuey. No, sir; he did not. 

Mr. Guinane. In another letter, which Mr. Kellogg wrote to you 
he said: 

Glad that you had a nice meeting in Dallas entertaining the CCC fellows. 
Also the Galveston Wharves people. I believe that this kind of a thing is very 
good for us—certainly a good idea to be well built in with these fellows. 

Now, why did he think it was a good idea for you and Bunge to be 
built in with CCC people? What were you getting from them? 

Mr. Baruey. I entertained those people only in San Antonio. That 
is a typographical error, in Dallas. 

Mr. Gurnane. You did not entertain them—— 

Mr. Baitey. That is a typographical error and was an oversight at 
the time. 

Mr. Gurnane. Wherever it was, what benefit did you expect from 
Commodity Credit? 

Mr. Bartey. We stored grain for CCC, Uhlmann Elevators do, the 
Government grain, under the loan program. And there are times in 
the course of the year when the Government will sell grain, and it’s 
nice to know those folks so they will offer you the grain and corn. 
It’s just a customer relationship. 

Mr. GuINANE. It is a pretty good proposition for elevators to have 
CCC wheat in the elevators, isn’t it? 

Mr. Baitey. That is practically all our storage these days; yes, sir. 

Mr. Guinane. And quite a few of them would go out of business 
if it were not for that? 

Mr. Baiuey. If it weren’t for the storage program; yes, sir. 

Mr. GuinaNne. Do you exercise considerable care you do not take 
advantage of overages? Did you hear Mr. Thornton testify, yester- 
day, on overages? 

Mr. Barutey. Yes, sir; I hear of them. 

Mr. Guinane. Is your elevator the beneficiary of considerable over- 
ages on Commodity Credit wheat? 

Mr. Baruey. No, sir. 

Mr. Guinane. You don’t take the overages? 

Mr. Batwey. Well, sir, as far as overages, I know of none in our 
elevator. 

Mr. Gurnane. Is that a peculiar situation of the Galveston 
Wharves only? 

Mr. Baitey. I am not familiar with how they do their business. 

The CHarrMAN. Do you ever have any fog in the vicinity of your 
elevators? 

Mr. Bartey. In Fort Worth? 

The CuarrMan. Do you have any fog there? 

Mr. Battey. I imagine we have normal weather conditions. 

Thr CHarrMAN. Do you open windows when you have a foggy 
day? We had testimony here it was highly profitable to open windows 
on a foggy day. 

Mr. Barey. I will have to check with my superintendent when I 
get back. 

The CuarrMan. Proceed. 
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\ir. Guinane. | want to read another letter from Mr. Kelloge to 
\ir. R. E. Bailey, dated May 3, 1951. [Reading:] 


I have your letter of the first and nots that vou ar ing Oa some of 
our Canadian wheat J am very sorry that th>-re is none of this wheat available 
now 


and so forth. 


I sold some more of this wheat to Julian Seott t 


1A Ve ave sold him a good 
lot of Canadian wheat and we have done fairlv well on it. and I believe that he 
has made a lot of monev. * * He does not want too mar people to know of 
the wheat which he has bought from us 


You knew Julian Scott? 

Mr. Battery. Yes, sir. 

Mr. Guinane. Did you entertain him too? 

Mr. Battny. No, sir 

Mr. Gurnane. Did he entertain you? 

‘ Mr. Battey. No, sir. 

Mr. Gurnane. Did you know in Houston he was mixing that 
wheat with Commodity Credit wheat? 

Mr. Batuey. Sir, [ don’t know what he did with the wheat He 

‘ called me one time from Kansas City and said he wanted to buy that 

wheat, and I referred him to Minneapolis because I was not familiar 
with the terms. All I had was the price; and he had a sample of the 
grain. 

Mr. GUINANE. Scott didn’t tell vou the easy Way he had found of 
making money? 

Mr. Baitey. No, sir. 

Mr. Guinane. This is about all I have of Mr. Bailey. 

The CHatRMAN. Who is your next witness 

Mr. Guinang. Mr. Winters. 

The CuarrMAN. Will Mr. Winters come forward, please? 


TESTIMONY OF C, J. WINTERS, NEW ORLEANS, LA. 


(The witness was sworn by the chairman. 
Mr. Guinane. Mr. Winters, vou were formerly superintendent of 
the New Orleans Public Elevator, were you? 
Mr. Winters. Yes, sir. 
Mr. Gurnane. And during that time, did you handle some Cana- 
dian frost-damaged wheat for the Bunge Corp.? 
Mr. Winters. No, sir. 
Mr. Guinane. Did you handle any wheat for Bunge Corp.? 
Mr. Winters. Oh, yes; millions of bushels of wheat for them. 
Mr. Guinane. How much would you say you handled during 1950? 
3 Mr. Winters. That would be very difficult to say, offhand. I 
couldn’t even guess at it. 
Mr. Gurnane. Or in 1951? 
° Mr. WINTERs. The answer would be the same. Id have to get 
the records. 
Mr. GuinaNne. You handled a considerable amount of wheat labeled 
Spring wheat or Sample grade Dark Northern Spring wheat? 
Mr. Winters. No, sir. 
Mr. GutnaNne. Do you recall handling—— 
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Mr. Winters. You mean for Bunge, do you? 

Mr. GuINnane. Yes. 

Mr. Winters. No, si; not a bushel of it 

Mr. Gurnane. Did you handle any for Fox? 

Mr. Winters. No, sir. 

Mr. Guinane. Did you handle any for Kellogg Milling Co.? 

Mr. Winters. No, sir. 

Mr. Gurnane. | want to read a letter, Mr. Winters, dated May 22, 
1952, copy of a letter rather, addressed to Bunge Corp., 42 Broadway, 
New York, signed “C. J. Winters, superintendent,” with a copy to 
Mr. James Ringwold, Minneapolis, Minn., and a copy to W. L. 
Richeson & Sons, Inc. [Reading:] 

Your stock of wheat as reflected on our books as of midnight May 21, 1952, 
reads as follows: S. N. Spring wheat 

Now, what does that mean? 

Mr. Winters. Sample grade Dark Northern wheat 

Mr. Guinane. Did you handle any of that in your elevator for 
Bunge? 

Mr. Winters. I don’t think so 

Mr. GuInaNne (reading): 

10,000 bushels; Hard wheat, 4,000 bushels; 2 mix wheat, 5,900 bushels; 2 Hard 
wheat advanced by P. G. E., 79,503 bushels. 

We are making the following adjustments as of that date 

S. N. Spring 

That means Sample grade? 

Mr. Winters. Sample Northern 

Mr. GuiInaNe (reading): 

| Hard and 2 mix stock, 50,987/19 bushels; 8. N. Spring | Hard and 2 mixed to 
2 Hard wheat, 50,987/19; balanee 8. N. Spring 1 Hard and 2 mix, none; 2 Hard 
wheat owed to P. G. I., 79,503/30 bushels; S. N. Spring Hard and 2 mix to 2 Hard 
wheat, 50,987/19 bushels Jalance 2 Hard wheat owed to P. G. E. 28,516/11 

As a result of the above adjustment vour wheat sock will now read: 2 Hard wheat 
owed to P. G. E. 28,516/11 bushels 

It’s signed “C. J. Winters.”’ 

Do you have any recollection of writing that letter? 

Mr. Winters. Oh, ves, that is definitely written by me, yes 

Mr. Guinanr. Now, vou remember that you did handle 

Mr. Winters. No, I don’t remember handling the wheat. I do 
remember writing the letter 

Mr. Guinane. What does this letter purport to show? 

Mr. Winrrers. The stock was adjusted after some 

Mr. Guinane. It means Bunge shipped in 40,000 bushels of Sample 
grade Dark Northern Spring wheat? 

Mr. Winters. That’s right 

Mr. Guinane. And you mixed it in the elevator and credited Bunge 
with the equivalent of 40,000 or 50,000 bushels of No. 2 Hard wheat? 

Mr. Winters. Definitely, ves. 

Mr. Gutnane. Could vou give me any idea of the price of sample 
grade wheat when it arrived at your elevator? 

Mr. Winters. No, sir. 

Mr. Guinane. The difference at that time between Sample grade 
wheat and No. 2 hard wheat would be about how much? 

Mr. Winters. I haven't the slightest idea. IT know nothing about 
the price of wheat 
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Mr. GuInaNne. It would be 8 or 9 cents a bushel, would it? 

Mr. Winters. I haven't the slightest idea. [ couldn’t tell you 

Mr. Gutnane. Did you receive any money from the Bunge Corp 
or from Stone Forwarding Co. or from Richeson Forwarding Co. or 
from any representative of the Bunge Corp. for mixing this wheat in 
this manner? 

Mr. Winrers. No, sir 

Mr. Gurnane. Was this the same manner in which you mixed 
wheat for Transit Grain Corp.? 

Mr. Winters. No, sir. That was something different entirely, a 
different proposition. The difference was the wheat that was Transit 
Grain’s was Canadian wheat that moved down here in bond 

Mr. Guinane. And this wheat was not Canadian wheat? 

Mr. Winters. I presume it was not, because we handled no Cana- 
dian wheat for Bunge at all 

Mr. Guinane. You say you did not know this was Canadian wheat? 

Mr. Winters. No, sir; I didn’t have any idea it was; and | doubt 
that it was. 

Mr. GuinaNne. You doubt it was? 

Mr. Winters. Ido. Sample grade Northern Spring wheat doesn’t 
necessarily have to be Canadian bonded wheat. We have handled 
millions of bushels of Northern Spring wheat that wasn’t Canadian 
wheat 

The CHarrMan. How did you know that, if, in the event vou didn’t 
know this was? 

Mr. Winters. | say I don’t know 

The CHatrMAN. But how are you so positive, vou handled millions 
of bushels that were not imported grain, how can you be positive 
about that? 

Mr. Winters. This Transit grain, that moved to us under United 
States Customs bond. I said it came that way because it was 
Canadian wheat 

The CHarrMan. Proceed 

Mr. Gurnane. But all the wheat didn’t remain in bond in Transit 
Grain, did it? 

Mr. Winters. You mean when it was received by us? 

Mr. Guinane. It was received by you in bond; but was it exported 
in bond? 

Mr. Winters. No, sir; only a quantity. The rest of it was taker 
out of bond by Transit Grain Co. and made free wheat 

Mr. Gurnane. And duty paid? 

Mr. Winters. I presume so 

Mr. Gurnane. And didn’t they pay a lower duty at 5 percent 
ad valorem as wheat unfit for human consumption? 

Mr. Winters. I did not know about that. 

Mr. Gutnane. This wheat was designated Sample grade Dark 
Northern Spring? 

Mr. Winters. Which wheat? 

Mr. Gutnane. This 40,000 bushels you mixed for Bunge. 

Mr. Winters. I don’t know that. T[ say I don’t have any reco! 
lection of mixing that. 

Mr. Guinane. You do not? 

Mr.:Wanrers.. No, sir. 
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Mr. Guinanpe. This letter I read, that meant you did take Sample 
‘ade and convert it to Hard wheat? 

Mr. Winters. Definitely. 

Mr. Gurnane. And what charge do you make for that service? 
Mr. Winters. There is no charge for that; it’s done every week 
Mr. Gurinanr. Why was it necessary for the Transit Grain Co. 
to pay vou $36,000 in graft whereas you claim you did not get any 
money for giving the same service to Bunge? 

Mr. Winters. I don’t think Transit Co. ever paid me $36,000 in 
graft. Il don’t think that is the proper term to use. 

Mr. Gurnane. Didn’t you admit you received that? 

Mr. WINTERS. I admitted it, never hid it; but resent your referring 
to tt as graft money, because I don’t think it was 

Senator Youne. What did the ‘vy pay you for? 

Mr. Winters. To help them do business with the port of New 
Orleans, which they were never able to do before. 

Senator Younae. Over and above your salary? 

Mr. Winters. Yes, sir. 

Senator Youna. You think that was proper to accept that? 

Mr. Winvrers. The man came and put the money in my hand 

Senator Youna. He forced you to take it? 

Mr. Winrers. Practically, yes, sir. 

The CuarrmMan. Why hadn’t they been able to do business with the 
New Orleans wharves prior to that? 

Mr. Winrers. I don’t know, sir. But the man told me he had 
never done business through New Orleans; he was doing business with 
Houston. I told them if they were doing business in Houston we 
could mi ke it possible for them to do busine ‘ss at New Orleans. 

The Cuarrman. How did you proceed to soften up the resistance 
at New Orleans? 

Mr. Winrers. I was in complete charge of the operations there. 

The CHarrMANn. They had been operating there? 

Mr. Winters. They had never attempted to operate before, during 
my experience there. 

Senator Youne. What made him think he had to pay you $36,000 
in order to get business? 

Mr. Winrers. I don’t know. 

Senator Youne. You mean someone will give you $36,000 without 
value received? 

Mr. Winters. They got value. 

Senator Youne. Wouldn't you have given them the same service 
whether they gave you $36,000 or not? 

Mr. Winters. Yes, sir; 1 would have and I| told the man as much, 
that it was unnecessary for him to pay me any money at all; I would 
have done the same for anyone. 

Senator Younae. And those people, as smart as they are, handed you 
that without a profit? 

Mr. Winters. Scott told me he was sharing the profit, and he was 
sharing that with me. 

Senator Youna. I personally think any public official who accepts 
graft money or any money other than his salary ought to be prose- 
cuted. I think that is a general theory of law; isn’t it? t? 

Mr. Winters. I don’t know anything about such a law; no, sir. 
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Senator YounG. Do you think a public official can take any amount 
of money they want? 

Mr. Winters. As bribery; no. 

Senator Younc. How would you distinguish between the money 
you received and bribery? 

Mr. Winters. That was paid for a definite service I rendered 
them. 

Senator Younc. What is your rate for a service like that? 

Mr. Winters. I have no rate. 

Senator Youna. How can they pay you $36,000 then? 

Mr. Winters. I don’t know. They’d have to answer that. 
There was no agreement. They didn’t have to pay me; they insisted 
on it. 

Senator Younae. And you insist it isn’t graft? 

Mr. Winters. No, sir. I think my services with them was worth- 
while and worth more than $36,000. 

Senator Younc. You think any court will interpret that other 
than graft? 

Mr. Winters. I don’t know, sir. I know in my own conscience 
I am clear it wasn’t graft. 

Senator Youna. If I, as a United States Senator, accepted $36,000 
for giving them a little help which I was supposed to do anyway, do 
you think it would be graft? 

Mr. Winters. If that constituent insisted on paying you after 
you said it wasn’t necessary, I think it wouldn’t be graft if you per- 
formed legitimate service for him. 

Senator ELLeENpER. Did you report that payment on your income 
tax? 

Mr. Winters. Definitely. 

Senator ELLENpeER. As for services rendered? 

Mr. Winters. That is what I did. 

Senator ELLENDER. What service would you say you rendered in 
that instance that you didn’t render any other customer of the public 
warehouse in New Orleans? 

Mr. Winpers. Senators, for one thing, I permitted him to come in 
New Orleans and do business there, which he had never done before. 
I made it possible for him 

Senator ELLENDER. What did you do in order to make it possible? 

Mr. Winters. I handled all the grain he shipped in there. I told 
him whatever grain he shipped to the port of New Orleans we would 
endeavor to handle. 

Senator ELLENDER. Was there any understanding between you and 
the officials of that concern that you we re going to make certain mix- 
tures of wheat to improve the value of it? 

Mr. Winters. No, sir; there was no understanding like that. 

Senator ELLENDER. Did you perform any service for him in that 
regard different than you did for other customers? 

Mr. Winters. No, sir; I don’t think it was any different, outside of 
the fact that some of the wheat, a portion of the wheat he shipped in 
there was Canadian bended wheat. 

Senator ELLENDER. So you consider that legitimate, and im so con- 
sidering it, that way, you reported it to the Government as part of 
your income? 
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Mr. Winters. Yes, sir; paid them half of the $36,000 back in 
income taxes. 

Mr. GuInaNne. I have no further questions. 

Mr. Winters. Will you have any further need of me, or may I go 
back home? 

The Cuarrman. I cannot see we need question you any further, 
Mr. WrnTERS, so you are through. 

The next witness will be Mr. Brodtmann. 


TESTIMONY OF S. L. BRODTMANN, ASSISTANT TO THE MAN- 
AGER, BOARD OF COMMISSIONERS OF THE PORT OF NEW 
ORLEANS, NEW ORLEANS, LA. 


(The witness was sworn by the chairman.) 

Mr. Gurinane. Mr. Brodtmann, you might not need all those 
records. 

Mr. Broprmann. O. K.., sir. 

With your permission, I’d like to read this letter to the committee. 

The Cuarrman. No. I think we will ask you the questions; then 
if we see fit to have that letter read later, we will ask for the letter. 

Mr. Guinane. What is your full name? 

Mr. Broprmann. Sidney L. Brodtmann. 

Mr. Guinane. And what is your position? 

Mr. BroprMann. At the present time, assistant to the manager, 
public grain elevator. 

Mr. Guinane. That is owned by the city of New Orleans or by the 
State? 

Mr. BroprMann. Owned by the State, sir. 

Mr. Gurnane. And you are all civil-service State employees; are 
you? 

Mr. BroprMann. Yes, sir. 

Mr. Gurnane. And what position did you hold in 1950 to 1953 
when this Canadian frost-damaged wheat was being handled? 

Mr. BroprMann. I was assistant superintendent to Mr. Winters. 

Mr. Gutnane. What knowledge did you have that Canadian frost- 
damaged wheat was coming through your elevator? 

Mr. BroprMann. You mean for Bunge? 

Mr. GuInane. Yes. 

Mr. Broprmann. I had no knowledge. 

Mr. Gurnane. Or for Transit Grain? 

Mr. BroprMann. That came in bond, sir. 

Mr. Guinane. And was it identified as Canadian wheat? 

Mr. Broprmann. In bond, yes, sir. That is Transit Grain Co. 
you are talking about. 

Mr. Gurnane. But not all of it was exported, was it? 

Mr. Broprmann. I wouldn’t know, offhand, how much was ex- 
ported, because I did not keep the records. 

Mr. Guinane. But not all of it out of your elevator was exported? 

Mr. Broprmann. I don’t know how much. 

Mr. Gurinane. Was duty paid on some of it? 

Mr. BroprmMann. I think so, but the exact amount I do not know. 

Mr. GurnaNne.! Duty was paid on a consumption entry, but do 
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Mr. BroprmMann. Export declaration was taken out before it could 
be used. 

Mr. Gutnane. And wasn’t all that wheat ultimately exported 
mixed up by you and put on ships? 


Mr. BroprMann. Not by me; no, sir. 
Mr. Gurnane. By the elevator? 
Mr. BroprMann. By the elevator; yes, sir. 


Mr. Guinane. You don’t know whv thev paid duty on it? 

Mr. BroprmMann. They had to pay duty in order to ship it out, sir. 

Mr. Guinang. Why? 

Mr. Broprmann. The Government people were there. 

Mr. GuInaNeE. It was in bond, wasn’t it? 

Mr. BropTrMann. Yes, sir; it was in bond; it was locked. 

Mr. Guinane. If it was in bond and shipped out, they wouldn’t 
have to pay any duty, would they? You know that. 

Mr. Broprmann. If it was in bond and shipped out 

Mr. Guinane. They wouldn’t have to pay duty. 

Mr. BroprmMann. No. 

Mr. Guinanrg. Why was duty paid in New Orleans on some of that 
Canadian wheat? 

Mr. BroprmMann. I wouldn’t know. 

Mr. Gurnane. But all the wheat was actually shipped out? 

Mr. BroprMann. You mean all the Transit wheat? 

Mr. Gurnane. Yes. Even though they paid duty on some of it, 
which was unnecessary. 

Mr. Broprmann. I| don’t know. 

Mr. GuinaNne. You don’t know why they paid duty even though 
they were going to export the wheat? 

Mr. BroprmMann. No. 

Mr. Gurnane. You don’t know it was to get rid of customs super- 
vision? 

Mr. Broprmann. I wouldn’t be able to answer that. 

Mr. Gurinane. As far as Bunge Corp. is concerned on this 50,000 
bushels of wheat, you heard this letter read? 

Mr. Broprmann. Yes, sir; I did. 

Mr. Gurnane. How was that wheat described, as you recall, when 
it came in shipped by Bunge? 

Mr. BroprMann. That came in by barge. 

Mr. Gurnang. From where? 

Mr. BroprMann. Calumet Elevator in Chicago, Ill. 

Mr. Gurnane. Did the bill of lading show the original destination 
or the original origin of that? 

Mr. Broprmann. I did not see the original bill of lading; but I 
checked with the American Barge Line, and they told me it came out 
of the Calumet Elevator in Chicago, Ill. 

Mr. Gurinane. There was nothing there showing it came from 
Canada? 

Mr. BroprmMann. No, sir. 

Mr. GuInane. You didn’t know it was Canadian wheat? 

Mr. BroprmMann. No, sir. 

Mr. Gurnane. Did you see this wheat when it came into the 
elevator? 

Mr. BroprmMann. No, sir. 
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Mr. Guinane. You did not? 

Mr. Broprmann. No, sir. 

Mr. Guinane. You read the letter where you mixed this wheat 
and it ended up as No. 2? 

Mr. BroprmMann. No, sir, I didn’t. 

Mr. Gurnane. The elevator mixed the wheat and you were 
assistant superintendent at that time. 

Mr. BroprMann. Yes, sir. 

Mr. Gurnane. And it was under your direction, the elevator was 
operated under your direction? 

Mr. Broprmann. Mr. Winters, under Mr. Winters. 

Mr. Guinane. Well, you did something as assistant superintendent? 

Mr. BroprMann. Yes, sir; but I had nothing to do with that. 

Mr. Guinane. What did you do, what were your duties as assistant 
superintendent? 

Mr. BroprMann. Placing ships for loading, placing of barges, cars, 
ordering special type grain that was short in the elevator. 

Mr. Gurnane. And you generally knew what wheat was coming 
in; didn’t you? 

Mr. Broprmann. Yes, but this particular wheat you have refer- 
ence to from Bunge, I knew nothing about it. 

Mr. Guinane. Who gave instructions to mix this wheat? 

Mr. BroprmMann. Mr. Winters. 

Mr. Gurnane. Who? 

Mr. BroprmMann. Mr. Winters. 

Mr. Gurnane. Does your elevator have the same practice of 
slugging vessels as was described here? 

Mr. BroptMann. No, sir. We don’t slug vessels. I don’t know 
of any. 

Mr. Guinane. That you know of? 

Mr. BroprMann. Yes, sir. 

Mr. Guinane. Are you around the elevator quite often? 

Mr. BroprmMann. No, sir. Our office is 6 blocks away from the 
elevator. 

Mr. Gurnane. Did you receive any money from Bunge Corp. or 
any of its representatives for handling Canadian wheat or any money 
outside of service charges? 

Mr. Broprman. Definitely no. 

The CHAIRMAN. Were you aware that your associate did? 

Mr. BroprmMann. No, sir. I knew nothing about it. 

Senator Young. You think it is all right for him to get $36,000? 

Mr. Broprmann. It’s not for me to judge. 

Senator Youna. If someone offered you money like that, would 
you accept it? 

Mr. BroprMann. Definitely no. My mother didn’t raise that kind 
of children. 

The CHAatRMAN. You may proceed. 

Mr. Gurnane. That’s all. 

The CHAIRMAN. We are going to recess for lunch. Can we come 
back here at a quarter past one? 

We will be back here at 1 o’clock. 

(Whereupon, at 12:05 p. m., the subcommittee recessed, to recon- 
vene at 1 p. m., the same day.) 
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AFTERNOON SESSION 


The CHatrMAN. Will you come to order. 

I am going to ask Mr. Brodtmann to come back to the witness chair. 
We want to refer to this letter that you had asked us about. 

When you first took the witness stand, you asked that a letter 
might be read into the record. 

Mr. BroprmMann. Yes. 

The CHatrMan. And we have examined the letter. The letter will 
become a part of the record. There is no need in taking the time to 
read it. 

Mr. BroprMann. Yes, sir. 

The Cuarrman. And you also had with you some documents which 
yeu wanted inserted and to which your letter refers. The documents 
will become a part of the committee file. 

That is all, Mr. Brodtmann. 

(The document referred to above is as follows: 

BoARD OF COMMISSIONERS OF THE PoRT OF NEW ORLEANS 
Vew O ins, I Oct ] [95 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
United States Senate. 

Dear Srrs: With reference to your subpena dated August 12, 1953, instructing 
me to produce all books, records, and corre sponds nee n t custody of the New 
Orleans Public Grain Elevator concerning the handling, storage, processing, or 
Minneapolis, Minn., and/or Bunge Corp., New York, N. Y., during 
1950, 1951, and 1952, including financial records of all moneys received from Bunge 
Corp. for such services by or on behalf of myself or the New Or 
Elevator: 


commingling and shipment of anv wheat owned or controlled bv Bunge ( orp., 


ZL 





In an exchange of correspondence between our general counsel, Mr. Eldon §. 
Lazarus, and your committee, Mr. Lazarus was advised by letter dated September 
9, 1953, signed by Mr. E. P. Guinane, investigator, that 


in lieu of bringing volumi- 
nous records to Galveston, Tex., that a compilation or statement of information 
taken from such records, enabling me to answer any questions concerni 


above, would suffice. Therefore, | am attaching photostatie copies of statements 
prepared by me, as follows: 

Sheet No. 1: This statement covers the record of all receipts and shipments for 
Bunge Corp., Kansas City, Mo., for period January 1, 1950, through December 
31, 1950. 

Sheet No. 2: This statement covers receipts and shipments for Bunge Corp., 
Kansas City, Mo., for period January 1, 1951, through December 31, 1951 

Sheet No. 3: This statement covers receipts and shipments for Bunge Corp., 
Kansas City, Mo., for period January 1, 1952, through December 31, 1952 

Sheet No. 3—A: This sheet refers to consignment received by barge, descrip- 
tion of which will be referred to later in this report 

Sheet No. 4: This statement covers receipts and shipments for Bunge Corp., 
New York City, for period March 13, 1952, through April 29, 1952. These were 
the only shipments received during the 3-year period in question for Bunge Corp. 
New York City. 


Sheets Nos. 4-A and 4—B: These sheets contain lists of car numbers covering 








movement of grain, description of which will be referred to later in this report 

Sheet No. 5: This statement covers payments rect ved from the Bunge (¢ orp. 
for the entire period in question. 

From reports in the press it would appear that the investigation now being 
conducted by your committee originated because of the movement of a certain 
type of grain into the United States from Canada; therefore, your specific atten- 
tion is directed to sheet No. 3, which lists an item of 40,545/50 bushels of Sample 
grade Northern Spring wheat. Statement No. 3—-A attached furnishes complete 
details showing the origin and receipt of this shipment by the elevator, and since 
the grade and percentage of damage were similar to other consignments of wheat 
that moved into the elevator in 1951 showing Canadian origin, thought it advis- 
able to call your specific attention to same. 
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Your attention is also directed to sheet No. 4, which lists 64,591/10 bushels of 
Sample grade Northern Spring wheat and 35,443/40 bushels of Sample grade 
Dark Northern Spring wheat. In referring to sheets Nos. 4-A and 4—-B, you 
will note that these two consignments moved in railroad cars showing portions 
of each lot originating at Markham, IIl., and Minneapolis, Minn. Because the 
grade of, and the percentage of damage to, these two consignments resembled 
Canadian consignments previously received at the elevator, thought it advisable 
to direct your attention to same. 

Sheet No. 5 contains list of all payments received by the elevator from Bunge 


Corp. for services rendered that firm You will note that, in most instances, 
the amount of the check is in excess of the bills listed. This is due to the fact 
that the checks also included payment for services on grain other than wheat. 
We have only listed on statement the bill numbers and amounts covering con- 
signments of wheat. 

While the subpena refers to B inge Corp., Minneapolis, Minn.. the reeords of 
this elevator show that the shipments of wheat were handled only for account 
of the offices of that corporation in Kansas City, Mo., and New York City 

For vour informatior no pavments or grat lities were ever offered to or accepted 
by me from the Bunge Corp. or any other parties. 


Very truly yours, 


S. L. BroprmMann, Assisiant to the Manager 


The CHarrMan. The next witness is Mr. Richeson. 


TESTIMONY OF LACY D. RICHESON, PRESIDENT, W. L. RICHESON 
& SONS, INC., NEW ORLEANS, LA. 


(The witness was sworn by the chairman.) 

Mr. Guinane. Give your full name and title. 

Mr. RicHeEson. Lacy D. Richeson, president, W. L. Richeson & 
Sons, Inc., ocean freight brokers-forwarding agents. 

Mr. Gurnane. Mr. Richeson, you and your father before you have 
been in the forwarding business for many years in New Orleans? 

Mr. Rrcnerson. July 1, 1919; and I came in September 1, 1925. 

Mr. Guinang. Do your records show in 1952 you handled a ship- 
ment of Sample grade grain for Bunge Corp.? 

Mr. Ricueson. Yes. 

Mr. Gurnane. How did that grain, how was that grain described 
when you first received notice through any papers or anything? 

Mr. Ricneson. We were first advised by the New York office they 
would have a ship at New Orleans to lift Northern Spring wheat. 

Mr. Gurnane. Did they tell you the origin of that shipment? 

Mr. Ricurson. No, sir. 

Mr. Gutnane. They did not? 

Mr. Ricueson. No, sir. 

Mr. Gurnane. Did they mention anything to you that it was of 
Canadian origin? 

Mr. Ricuerson. No, sir. 

Mr. Guinang. Nor did they mention to you the wheat had been 
imported into this country as wheat unfit for human consumption? 

Mr. Ricurson. No, sir. 

Mr. Gurnane. You had no knowledge whatever? 

Mr. Ricurson. No, sir. 

Mr. Gurnane. You made arrangements then with the New Orleans 
public elevator to handle that wheat, did you? 

Mr. Ricurson. That is correct. 

Mr. Gurnane. And 

Mr. Ricugson. As a matter of fact, I might make mention that 
Bunge’s New York office phoned in to the New Orleans elevator also 
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to see the commitment is acceptable. We only have 2.5 million, and 
have been busy since 1948. That must be on there a certain time in 
order for the ship to be berthed. 

Mr. Guinane. Did you receive any instructions from Bung 
so see this wheat was specially handled through the elevator? 

Mr. Ricuerson. No, sir. 

Mr. Guinane. When you made arrangements for handling through 
the elevator, what were your instructions? 

Mr. Ricuerson. Our instructions were to, for all wheat coming into 
New Orleans, like all other wheat, it would come in and we would keep 
the stock reports by grade, daily, and follow the instructions for docu- 
mentation for that steamer as supplied by the New York office. And 
the New York office does furnish us all instructions for bill-of-lading 
purposes. I am speaking of documentation. We do not get any from 
Kansas City Bunge, and all our dealings are with New York on docu- 
mentation and berthing. 

Mr. Guinane. And there was nothing in those documents received 
from Bunge New York to show you this was Canadian wheat? 

Mr. Ricnrson. That is correct. 

Mr. Guinane. When you made arrangements with 
there was no special instructions that you gave the elevator? 

Mr. Ricueson. No. 

Mr. Guinane. Was that wheat shipped out of the New Orleans 
elevator? 

Mr. Ricueson. Yes, sir. 

Mr. Guinane. What grade wheat? 

Mr. Ricneson. All wheat 

Mr. Guinane. Beg pardon? 

Mr. Ricneson. All wheat out of New Orleans grain elevator. We 
only handle New Orleans; not Mobile. 

Mr. Guinane. How was that Sample grade wheat shipped out, as 
such, as Sample grade wheat? 

Mr. Ricueson. Well, Mrs. McGann, manager of my grain depart- 
ment, is a witness here also, all the records are here. Some went out 
as Northern Spring wheat actually under bill of lading. 

Mr. GuInaNE. Some? 

Mr. Ricurson. That is correct. A number of steamers, which 
were actually Northern Spring wheat steamers and docketed that way. 

Mr. Gurnane. Can you tell us the cost for storage and handling 
on the average cost per bushel? 

Mr. Ricneson. The average cost per bushel is two and a quarter 
cents, I think, for elevation, plus inspection, which is paid to the 
board of trade inspectors for in; and out is the board of trade, which 
is under the New Orleans Board of Trade. That 2% cents elevation 
covers weighing in, so many days free time; if any screening is to 
be done on grades, on grains or corn or any other commodity, and 
bagging is in addition. The published tariff is set up for the public 
crain elevator. 

Mr. Gurinane. Did your firm have anything to do with transmittal 
of any money for the Bunge Corp. or any of its representatives to the 
elevator in addition to the regular storage and handling charges? 

Mr. Ricueson. The only transmittal of money that we have is, 
as you know, all stocks of grain at New Orleans are known as com- 
mon stocks. I think you are acquainted with what I mean by com- 
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mon stocks, 2 wheat for everybody, 3 wheat, or mixed wheat. And 
the elevator bad a policy established several years ago, due to the 
small house, to accept cash collateral for grain advanced by the 
elevator for an account when the stock was not in the elevator at 
the time. 

Now, that cash collateral covers so many bushels of wheat for a 
specific steamer. The price of a number of bushels for a cash col- 
lateral, the elevator gives us a price and we ask Bunge to transfer to 
our account to make up for that grain which is not in there, not in 
their stock at that time but might be in the process of moving, but 
inland collateral not yet surrendered to the elevator. 

We pay the elevator; Bunge transfers to our account; and we hold 
that until the elevator calls us tor the actual amount, because they 
may have received more collateral from Bunge through transmittals 
surrendered to the railroad or the barge lines. So we only want to 
pay on call. We give a certified check, paid to the Board of Com- 
missioners of the Port of New Orleans, which money is kept separate 
by the dock board in a special collateral fund, to come back to us, to 
transmit to Bunge when their stock is filled up. 

We will then pay the elevator a certain amount of cash, service 
collateral, according to what Bunge stocks reflect in collateral sur- 
rendered at the time. That comes to us as the stock fills up. We take 
a letter to the bank that gives us the check, and we send that money 
which is going back to Bunge, we deliver it to the bank, that the dock 
board gives us, transferring back to Bunge, so it is a dollar-and-cents 
transaction. So, the total amount we could give the elevator on cash 
collateral would eventually come back to us as the cash comes to be 
remitted back to Bunge. 

Mr. Guinang. That would all represent wheat that is actually 
shipped out of the elevator? 

Mr. Ricueson. That would be wheat, corn, beans, or any other 
grain. That, being a State institution, I understand was stopped 
recently. 

Mr. Gurnane. Did you have any instructions from Bunge to see 
none of this Sample grade wheat was placed on ships under the Inter- 
national Wheat Agreement? 

Mr. Ricuzeson. We were told by Bunge’s New York office they 
had spoken to the elevator that there were certain ships that they did 
not want such and such grain to goon. Now—— 

Mr. Guinane. You were told by whom? 

Mr. Ricneson. By Bunge in New York. We conclude they are 
outside IWA. But that information was transmitted to us that Bunge 
had told the elevator certain steamers—certain wheat could not go 
on certain steamers. 

Mr. Guinane. Did you give the elevator such instructions? 

Mr. Ricueson. No, sir, we didn’t. 

Mr. Guinane. I see. 

That is about all the questions [ have of Mr. Richeson. 

The CHAIRMAN. Any questions? 

Mr. Ricugson. I'd like to make a statement for the record. 

Mr. Gurinaneg. Pardon me. 

You have made up a statement of Bunge wheat, Sample grade 
wheat, in the elevator now? 
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Mr. Ricueson. No, sir, we don’t. We have all the records here. 
But I think the elevator has given you the stock and whatever re- 
flects on their books reflects on our stock. 

I did prepare for you here all moneys, to save time, as we do a lot 
of work for Bunge and have for a number of years. It might be cotton 
piece goods, import or export, and I have this notarized statement of 
all money and how it was distributed, out bill number, supporting 
invoice here as well as our ledger sheets to back this up. And I 
would like to turn this report over. 

Mr. Guinane. We will gladly receive it 

The CHatrMan. The report will be received and will be part of the 
committee file; and, of course, it is referred to in the report now 

Mr. Ricueson. I’d also like to make this statement, and won’t take 
but a moment to do it. 

We have been in business 34 years in New Orleans. I came in 
in 1925. We have had a general policy, and it has never been a cash 
transaction at any time. We have a hard enough time to take care 
of our employees and keep them. I am making this statement because 
of a policy we have never had a cash transaction other than bonuses or 
Christmas, but never to any other person; and we have adopted the 
same policy my father set up for the firm, and my brother and I are 
still adopting it; and in the long run, I think it is best 

Senator Young. I think you are to be commended for that. 

The CuarrmMan. Thank you, sir. 

The CuarrmMan. Mrs. McGann. 


TESTIMONY OF MRS. JOSIE MEYER McGANN, HEAD, EXPORT 


GRAIN DEPARTMENT, RICHESON & SONS, INC., NEW ORLEANS, 
LA. 


(The witness was sworn by the chairman.) 

Mr. Guinane. You are Mrs. Josie Meyer McGann? 

Mrs. McGann. Yes. 

Mr. Guinane. And you are in charge of the export grain depart- 
ment for Richeson & Sons? 

Mrs. McGann. Yes. 

Mr. Gurnane. You were in that position in 1952 and 1951? 

Mrs. McGann. Yes. 

Mr. Gurinane. Do you recall a shipment of Sample grade wheat 
received for the Bunge Corp., handled by Richeson firm for trans- 
mittal to the New Orleans public grain elevator? 

Mrs. McGann. Yes, sir. 

Mr. Gutnane. Did you receive any special instructions from 
anyone relative to handling that wheat in the elevator? 

Mrs. McGann. I did not, nor do I know that the firm did. 

Mr. Gurnane. Was that wheat shipped out of the elevator? 

Mrs. McGann. Yes, sir. 

Mr. Guinane. And do you know, do you have the names of the 
ships on which the wheat was shipped? 

Mrs. McGann. There were a number of ships. 

Mr. Guinane. There were a number of ships? 

Mrs. McGann. Yes, sir. 

Mr. Guinane. Were some of those ships under the International 
Wheat Agreement, or do you know? 

Mrs. McGann. I do not know. 
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Mr. Guinane. Were there any instructions you gave the elevator 
not to ship any Sample grade wheat on ships going out under the IWA 
program? 

Mrs. McGann. No, sir. 

Mr. Guinane. Or under the MSA or ECA? 

Mrs. McGann. No, sir; because we wouldn’t have none. 

Mr. Gurinane. And you have no knowledge of any money paid to 
the elevator for this service other than regular storage and handling 
chare , IS that correct? 

Mrs. McGann. That is correct. 

Mr. Guinane. That’s all. 

The CHarrMaANn. Any questions? 

That’s all. Thank you. 

The Caairnman. Mr. Brodtmann, would you return? Would you 
take the chair there, Mr. Brodtmann. 


TESTIMONY OF S. L. BRODTMANN, ASSISTANT TO THE MANAGER, 
BOARD OF COMMISSIONERS OF THE PORT OF NEW ORLEANS, 
NEW ORLEANS, LA.—Resumed 


Mr. Guinane. Did you receive any special instructions from the 

sunge Corp. relative to mixing this Sample grade wheat? 

Mr. BroprmMann. No, sir. 

Mr. Gurnane. None whatever? 

Mr. BroprmMann. No, sir. 

Mr. Guinane. As far as you know, that wheat was handled in a 
routine manner? 

Mr. BroprMann. That’s right. 

Mr. Guinane. That manner would be that you would mix a certain 
amount of that Sample grade wheat into other wheats in order to 
arrive at any particular mix? 

Mr. BroprMann. It shows on that statement in percentage. 

Mr. Guinane. Those shipments could have been shipments under 
the International Wheat Agreement, could they? 

Mr. Broprmann. I wouldn’t know. ‘The instructions made no 
mention of it. 

Mr. Guinane. They definitely made no mention of it? 

Mr. BroprMann. No, sir. 

Mr. Guinane. That’s all. 

Mr. Funchess. 


TESTIMONY OF W. F. FUNCHESS, GRAIN BRANCH, PRODUCTION 
AND MARKETING ADMINISTRATION, UNITED STATES DEPART- 
MENT OF AGRICULTURE, GALVESTON, TEX. 


(The witness was sworn by the chairman.) 

Mr. Guinane. What is your title, Mr. Funchess? 

Mr. Funcuess. Well, I am an employee of the United States De- 
partment of Agriculture, Grain Branch, Federal grain supervision, 
officer in charge of the Galveston district. 

Mr. Guinane. You are referred to usually as the chief grain 
inspector in this district? 

Mr. Funcuess. No, sir. That would be Mr. Lout. 

Mr. Guinane. I mean as far as Federal. 

Mr. Funcuess. I am Federal supervisor. 
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Mr. Gurnane. You are the highest officer in the Grain Inspection 
Branch here in Galveston? 

Mr. Funcusss. The highest Federal officer > yes. 

Mr. Gurnane. You have heard the testimony the last couple of 
days, have you? 

Mr. Funcness. Most of it. 

Mr. Gurinane. As to Federal and State supervision of elevators in 
this district as compared to other elevators? 

Mr. Funcuess. 1 missed part of Mr. Cannon’s testimony this 
morning. I heard most of the others 

Mr. Gurinane. Did you hear Mr. Thornton’s testimony yesterday? 

Mr. Funcuess. Yes, sir. 

Mr. Guinane. You heard him state that he thought inspectors 
slept at the elevator, just about, that they had much more supervision 
than other elevators, and they were forced thereby to slug ships, and 
everything, in order to continue in business with their competitors. 
Did you hear those statements? 

Mr. Funcugss. Yes, sir. 

Mr. Guinane. We'd like to hear your statement on that. 

Mr. Funcuess. Well, after I heard that from Mr. Thornton, I went 
down and made some figures that will show here the actual supervision, 
samples we made. You understand that all grain, practically all grain, 
1s inspected by a licensed grain inspector when it comes in. 

Mr. Guinane. Licensed by the Federal Government? 

Mr. Funcuess. Licensed by the Federal Government. Our office 
has to do with the supervision of these inspectors. We have two 
supervision offices, that is, the Grain Branch does; one in Fort Worth, 
that supervises the northern part of Texas; and one in Galveston, 
that supervises the southern part. 

Now, in our district we have the markets of Houston, Galveston, 
Port Arthur, San Antonio, Corpus Christi, with licensed inspectors 
at each one of those points. And in regard to the amount of super- 
vision, now all inspections, the inspections are made by the licensed 
grain inspectors; and we only supervise officially a certain part of 
that cargo. What I mean by officially is a Government sampler on 
board ship with the licensed inspector-sampler. 

Mr. GuINnANE. Sort of a spot check? 

Mr. Funcuegss. Yes, sir. 

Mr. Guinane. Who takes that sample? 

Mr. Funcuess. We use the same sample when we are on the ship. 

Senator ELLENDER. You mean the one obtained by the licensed 
inspector? 

Mr. yh NCHESS. Yes, sir. 

The Cratrman. In other words, you just make a check of the 
sample 7 determine whether the grade they had read and labeled 
the sample to be is in accordance with your findings? 

Mr. Funcness. Yes, sir. 

On the ship there we have this Federal employee, this sampler 
that works with the licensed inspector-sampler. 

The CyarrmMan. The licensed Hg ak ge pe takes the samples 
periodically as the grain comes off the belt and goes into the vessel? 

My FUNCHESS. Yes, sil 

The ( *HAIRMAN. And your man checks those samples to determine 
they are reading the grade properly? 
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Mr. Funcuess. We have two men; one a sampler on ship, and 
another, what we call the supervisor, in the laboratory. The samples, 
when taken off the ship, are carried in to the supervisor, and the 
licensed inspector for grading. 

The CHarrmMan. In the laboratory? 

Mr. Funcuess. In the laboratory. 

The CHarrman. Then there is nobody aboard deck with that one 
sampler; the sampler is the only man aboard deck with the ship; 
and in the laboratory is where your additional inspector is for the 
purpose of checking when the samples are brought in? 

Mr. Funcugss. On all ships there are two licensed grain inspectors, 
where they are running in all five holds. And when we are handling 
ships officially, we call it, we have one sampler aboard the ship. 
Then the grain-inspection department has a runner, a third sampler, 
that carries the sample from the deck of the ship to the laboratory; 
and there the licensed grain inspector and the supervisor, who is a 
Federal empl vee; lice nsed grain inspector ise mploved by the different 
boat Is of trade in these diffe ‘rent places I have told you about. 

Senator Youna. You depend a the samples taken by the licensed 
inspectors 

Mr. Funcness. That’s right. 

Senator Youne. Why don’t you take your own samples? 

Mr. Funcuess. Well, we only have one man available for that pur- 
pose, and we figure if we try to take one, our sample wouldn’t be as 
good as it would if we used a licensed-inspector sample; i in other words, 
he would have a better sample than we would have. 

Senator Youna. A licensed inspector, if he didn’t do a good job and 
wanted to be crooked, how would you find out? 

Mr. Funcuess. We have a man on deck that works with them, goes 
from one to the other. There might be a little opportunity there, but 
we are only allowed to put one man aboard; we don’t have enough 
men; and that has been agreed by the Department to handle it that 
way. 

Senator ELLENDER. You always have a Federal man aboard the ship 
when it is being loaded? 

Mr. Funcuess. If we are officially supervising it, or if it is an appeal 
ship. May I explain that? 

Senator ELLeNpeER. I wish you would. 

Mr. Funcuess. Well, all, practically all cargoes going out are 
sampled and graded by the licensed grain inspectors. But if the 
shipper so desires, he can call what we call an appeal; and when he 
calls an appeal, then we get this official sample in the same way we 
do when we supervise. But we also issue a certificate, an appeal 
certificate. And our appeal certificate supersedes the certificate issued 
by the licensed grain inspectors. ‘Those are known as appeals. 

Senator ELLENDER. You mean to get a better grade or 

Mr. Funcuess. It’s kind of a double check. We wouldn’t always 
be on board ship. In other words, with our limited crew here we only 
have two supervisors that work ships normally, and of course, they 
can’t do it all the time, because they have other duties. 

Senator ELLENDER. This appeal certificate really certifies what the 
inspectors find is correct, is that right? 

Mr. Funcuess. Well, if they work it there together, they usually 
are that way. Of course, with cars—that is getting off the subject a 
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little bit—but the same thing; the cars are inspected by the licensed 
grain inspectors, railroad cars coming in. And if the receiver doesn’t 
like the grade that the licensed grain inspectors places on that car, he 
can call an appeal. 

Senator Youna. The shipper too? 

Mr. Funcuess. Any person who is financially interested in that 
grain. 

The CHarrMan. So it could be the owner or the shipper or the 
purchaser? 

Mr. Funcugss. Yes, sir. 

Then, we go out and get a sample, that is, an employee in our office 
gets a sample of that car; and a supervisor in our office grades that 
sample: and the certificate we issue supersedes the certificate issued 
by the licensed grain inspector. 

The CHarrMan. Yes. 

Senator ELLENDER. Whether the grain is better or worse than the 
certificate issued by 

Mr. Funcuess. Whether better, worse, or the same quality. If 
it’s better or worse, there is no charge, no fee. If it’s the same grade, 
there is a fee. 

The CHarrMan. How much is the fee? 

Mr. Funcuess. For a car, it is $3. 

The CHarrMan. For a ship? 

Mr. Funcuess. It is $2 a thousand. 

Senator Younc. If you have any ship that contains any foreign 
wheat, do you have any interest in knowing if there is any foreign 
wheat or Canadian wheat being shipped out with American wheat? 

Mr. Funcuuss. No, sir. 

Senator Younc. You have never been given any instructions of 
that kind? 

Mr. Funcuess. Not to check for origin, no, sir 

The CHarrmMan. All you are there to determine is whether the 
sample taken and the grade given the sample are in accordance with 
what they have named it? 

Mr. Funcuess. That’s right. 

The CHarrMan. And you do have a man that goes aboard and 
supervises the samplers’ activities; but he does not necessarily have 
to stay there to supervise every sample taken. Or, does he? 

Mr. Funcuess. He has to be aboard the ship if it is an appeal ship. 

The CuarrMan. But if it is not? 

Mr. Funcuess. If we are handling that ship officially 

The CHarrMan. What is the difference in an official ship and 
nonofficial ship? 

Mr. Funcuess. On a nonoflicial ship, the licensed inspector fur- 
nishes the sample. 

The CuarrmMan. What kind of grain would that be going out that 
would be nonoflicial? 

Mr. Funcuess. That might be any kind of grain. It could be oats. 

The CHarrMan. When does it become official? 

Mr. Funcuess. When we have a sampler on there obtaining 
samples. 

The CHarrMan. Who determines that it is going to be official? 

Mr. Funcuess. Well, whether or not we get on there, I usually 
have to do with placing the men on the ship 
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The CuHarrmMan. Am I to understand six ships can be loaded out 
from an elevator and you are not aboard and, therefore, it is not 
official? Am I to understand that? 

Mir. Funcuess. No one from the Grain Branch is aboard, that’s 
right. 

The CuHarrMan. In other words, an elevator can load 6—I am just 
using the figure 6 as an arbitrary figure—an elevator can load 6 ves- 
sels and it could be loaded as a nonofficial vessel because you are not 
there, you are not aboard? 

Mr. Funcuess. That’s right. 

The CuarrmMan. Then you come, which might be entirely coinci- 
dental, you happen to be there, and you are aboard; then it becomes 
official. Is that what we understand? 

Mr. Funcuess. We’d have to be there during the unloading of the 
grain. Just dropping by wouldn’t make it official. 

The CHarrmMan. Who determines when you are to be there and 
when you are not to be there? 

Mr. Funcuess. We are to be there on all appeal ships; if it’s not 
an appeal ship 

The CuarrMan. You may load out 50 ships. 

Mr. Funcuess. I determine when the men go aboard the ships. 

The CHarrMan. In other words, there might be 50 ships loaded 
out from an elevator and there hasn’t been an appeal, therefore, you 
had no business there and you weren’t there. Am I to understand 
that? 

Mr. Funcness. You mean could that happen? 

Che CHAIRMAN. Yes, sir. 

Mr. Funcuess. Of course, 50 is an awful lot for them to load out. 

The CuarrMan. I am granting you that. 

Mr. Funcuess. If we were sick or something of that sort, I guess it 
could 

The CuarrMan. How many to your knowledge 
out when it was not official? Let’s put it that way. 

Mr. Funcuess. Let me say 

The CuarrmMan. Can’t you answer that question: How many ships, 
Lo your knowledge, have bet n loaded and gone out as nonofficial ships 
between the time you were last there to make it official and when you 
returned again? How many ships, to your knowledge have gone out 
as one group when it was not official? 

Mr. Funcuess. I don’t have the number of ships; but we did add up 
here the number of bushels. 


hav eC been loaded 


The Cuarrman. No. Can you answer more specifically? 

Mr. FuncuHeEs That is just an estimate, I can’t tell you 

The CHAIRMAN. You can’t give us an estimate? 

Mr. Funcuess. No, sir 

The CHarrMANn. Somebody ts vague in theirmemory. Some things 
you remember so distinctly, and again all of you seem to have such 
difficulties here. So, the question is now you cannot answer me as to 
how many ships had been handled and loaded out when it was not 
official. But you can tell us the bushels that went out 

Mr. Funcuerss. That is the way our reports are made up; yes, sir 
They are also made up according to the number of ships. If I hac 


the records I could vet it. 
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The CHarrMan. Let’s have the bushels now. 

Mr. Funcuess. The bushels? 

The CHarrMAN. Yes, sir. 

Mr. Funcness. Well now, at Galveston—now, this is just the 
bushels of wheat and grain sorghums. 

The CHatrMan. We want the wheat, sir. 

Mr. Funcuess. The wheat? 

The CHarrman. That went out. 

Mr. Funcuess. Do you want the total number of bushels of wheat 
inspected? 

The CuHarrman. No; what I’d like to determine is how many 
bushels of wheat could be loaded at one time and it be loaded as non- 
official loading? 

Mr. Funcness. Well, somebody has to be on the boat before it is 
official. Of course, if we were to get real busy with some other work, 
some quartermaster’s work, inspecting commodities or something 

The CuarrMan. What kind of commodities, for instance? 

Mr. Funcuess. Well, we sometimes inspect cottonseed meal 

The CHarrMan. Yes, sir; for the quartermaster. 

Mr. Funcuess. No, sir; not for the quartermaster. 

The CHarrMAN. You just got through saying for the quartermaster. 

Mr. Funcuess. Flour and peas 

The CHarrmMan. And that would be quartermaster? 

Mr. Funcuess. That was. 

The CHatrmMan. And you do that? 

Mr. Funcuess. Yes, sir 

The CHatrMan. How many inspectors do you have under your 
supervision? 

Mr. Funcuess. How many 

The CHarrMAN. How many inspectors that you could assign? You 
could send some of these men out on quartermaster purchases and you 
could send some out on grain loading. 

Mr. Funcuess. Yes, sir 

The CHarrnmMan. How many do you have of such? 

Mr. Funcuess. We have 3 samplers and 4 supervisors, including 
myself. 

The CHatrMANn. You have 3 samplers and 4 supervisors, including 
yourself? 

Mr. Funcuess. Yes, sir. 

The CHatrRMAN. You have very little time to go down and supervise 
an elevator if they are just loading 24 hours a da‘ 
Mr. Funcuess. If they are loading 24 hours 
2 men, 2 supervisors that work the ships; and a 

do has to be divided between those 2 
® The CuartrMan. In other words, you might take one ship and remain 
there until that ship is loaded. And then they might load ships for 
24 hours before you came back? 

Mr. Funcuess. That’s right. 

The Cuatrman. Or they might load ships for a week before you 


iayvy, we 1 sually have 


| the supervising we 


came back? 
Mr. Funcuess. That’s right 
The CuarrmMan. Then you come back and take one ship and mark 
it official ship, and then be gone again for another 
Mr. Funcuegss. Yes, sir; could be. 
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The CHatrrRMAN. So unless there was an appeal, they may load out 
ships for a week’s time without any of your supervision? 

Mr. Funcuess. That’s right. 

The CuHarrMAN. And then it would be only the sampler that was 
assigned to that particular wharf by the board of trade. Is that it? 

Mr. Funcuess. The samplers and the licensed inspectors. The 
sampler takes the sample at the spout on board the ship. 

The CuarrMan. He is the sampler that takes it at the spout. And 
he is employed by whom? 

Mr. Funcugsss. By the different boards of trade. 

The CuHarrMAN. Employed by the different boards of trade. And 
the man in here now that is grading this grain is employed by whom? 

Mr. Funcuess. By the different boards of trade. 

The CuHarrMAN. So, it is the Board of Trade of Galveston that con- 
trols the sampler aboard the ship, and the Board of Trade of Galveston 
that controls the grader that grades the sample; and you may come 
along once a week and give an observation and a check on one boat 
going out? 

Mr. Funcuess. Yes. 

The CHarrMan. That is about the procedure that would be some- 
what normal, is it? 

Mr. Funcuess. Well, to skip a whole week, that may be a little 

The CHarRMAN. But you have only so many men, and you have 
supervision of quartermaster purchases, and you not only have 
Galveston wharves, but you have New Orleans wharves 

Mr. Funcuess. Port Arthur wharves; we don’t go to New Orleans. 

The CHarrMAN. What others? 

Mr. Funcuess. Houston. 

The CuHarrMan. What others? 

Mr. Funcuess. Those are all the wharves. We have the markets 
of San Antonio and Corpus Christi. 

The CHarrMan. You have the markets of San Antonio and Corpus 
Christi, where you have to divide your time also? 

Mr. Funcusss. Yes, sir. 

The CHarrMan,. Otherwise, it is controlled entirely by the em- 
plovees of the board of trade. 

Mr. Funcuegss. Yes, sir. 

Senator ELLENpER. Senator, you made a good argument for more 
people, more Federal inspectors. 

The CHatrMan. I have made no argument for anything. All I 
have made is to try to make the record clear on what is going on at 
the wharf. 

Senator Youna. I’d like to ask a question on the appeals. How 
often does an appeal decision vary from the previous finding or 
grading? Is it very often? 

Mr. Funcuess. On ships? 

Senator Youna. Yes. 

Mr. Funcuess. No, sir. It is a rare thing, because on ships that 
way, when they load out, the inspector and supervisor work together, 
and there is no disagreement or rarely any disagreement. So far as I 
know, there has never been any. 

Senator Youna. Is that an appeal from the previous decision? 

Mr. Funcuegss. No, sir. In order to appeal the ship, they must 
call the appeal before the ship starts loading, because we can’t get an 
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accurate sample after the ship is loading. We must have a man there 
at the beginning so they can take the sample at the start. 

Senator Youna. It’s not an appeal from a previous grade decision? 

Mr. Funcugss. No, sir. 

Senator ELLENpDER. It is really a misnomer; it is not an appeal, but 
a check on those who made the grade? 

Mr. Funcuess. That’s right. 

Mr. Guinane. Mr. Funchess, you had some irregularity in regard 
or in connection with a licensed inspector here in Galveston? 

Mr. Funcugss. Yes, sir. 

Mr. Guinane. Tell us what occurred. 

Mr. Funcuess. | am talking about Stad Leiden. 

Mr. Guinane. And Inspector Skarke. 

Mr. Funcuess. Well, one of our supervisors and samplers out at 
the Sunset Elevator, which is another elevator here at Galveston; 
and there was a ship out there that started to load, that is, it had 
taken a partial cargo at elevator B the night before. As I remember 
it, this was February 19, and this sampler of ours discovered some 
offgrade wheat on the deck of the ship out at the Sunset that had 
partially loaded at the elevator B, Galveston Wharves, the night 
before. 

Mr. Guinang. What kind of offgrade wheat? 

Mr. Funcuess. Well, it was, it contained some mixed wheat 

Mr. Guinane. Was it Canadian wheat or have the appearance of 
Canadian wheat 

Mr. Funcuess. It had the appearance of some what is commonly 
thought of among our men as Canadian wheat. 

Mr. Gurnange. O. K. Go ahead. 

Mr. Funcuess. So, I found out about that the next morning in 
the laboratory. The boys were talking about it; and it was decided 
that we’d go down to elevator B and check a ship that had loaded 
there the night before. In other words, this was in the morning, 
around, oh, I guess, well, it was before 8 o’clock we were discussing 
this. So, Mr. Freeman, one of our supervisors, and Mr. Westbrook 
and myself went down there, and they did some checking down there 
and called me and told me the ‘y found some offgrade wheat in there 

Mr. Gurnane. Did they say offgrade wheat or Canadian wheat, 
or what did they say? 

am Funcuess. Offgrade wheat, Sample grade wheat. 

TL took three more fellows that hi appened to be in there, employees 
a our office, and we went down toward the elevator, and met Mr. 
Sweeney. I told Mr. Sweeney about what Mr. Freeman told us, 
and asked him if he ve In’t go back with us to the elevator and ex- 
amine the ship with us, or be around there to see what we found, and 
so forth. And he did. 

We got there and Mr. Freeman had this sample. And it seemed 
to be a sample of mixed wheat, Sample grade of mixed wheat. So, 
along about that time it started to rain. They were trimming the 
ship, had the men down in there. So, they closed the hatches. The 
men came out, and they closed the hatches. So then, we asked Mr 
Sweeney if he wouldn’t hold off on the loading of this ship until we 
had time to examine it. And he said that he would go talk to Mr. 
Thornton about it. And so, after a little bit, he called back and said 
they had ordered trimmers out for 1 o’clock and they had ordered 
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quite a few of them, and it was going to cost quite a bit if we held that 
ship up; and he had talked to those responsible for the payment of 
the trimmers, and so forth and so on; and they said if we did hold 
up that ship that they would have to take the responsibility for it; 
they would probably sue the Galveston Wharves and the United States 
Department of Agriculture. 

So, then we called our Chicago office, general field headquarters, 
when it looked like there might be considerable expense involved in 
there, so we wanted to get some higher authority to rule on the matter 
as to what to do, not to take this chance. We didn’t know how general 
the plugging was. We knew very little about it at that time. We 
knew there was some. 

The CHatrMan. What was this, what time? 

Mr. Funcuess. This vear. 

The CHarrMan. 1953? 

Mr. FuncHess. Yes, sir. 

The CuatrMan. In the spring or what month? 

Mr. Funcness. It was in February. 

The CuarrmMan. February of 1953? 

Mr. Funcusss. Yes, sir. 

So, Mr. English, the man in charge of our general field headquarters 
in Chicago, told us to notify Mr. Thornton and also the licensed grain 
inspector here that if they did not hold up on the loading of that ship 
that the licensed inspector wasn’t to issue a certificate of grade. In 
other words, he could go ahead and load it, but he wouldn’t get any 
certificate for it. 

So then, Mr. Thornton or someone decided they would hold up, 
and we were so notified. Anyway, they held up the loading of the 
ship and we went in there and took samples and found that the offgrade 
erain was in all, I believe, practically all parts of the ship. I have 
the exact parts and the figures here. 

The CHatrMANn. You can take samples out of the ship in almost 
any place you want to, you have augers? 

Mr. Funcuess. That’s right. We call them ‘‘tryers.”’ 

The CHarrman. It is a device you go down the depth you like and 
put it in and pull out your sample? 

Mr. Funcuess. Yes. 

The CHArRMAN. So, you have an adequate sample of that cargo? 

Mr. Funcuess. That we got with a probe; I wouldn’t consider it 
an accurate sample, but we got enough to show there was a lot of 
offgrade grain in there. 

Then Mr. Thornton decided he would unload the ship and he 
would have the grain inspected by a licensed grain inspector when it 
was taken off. So, it was sampled then with what we call a “pelican’”’ 
when it came off the ship. And that graded sample grade mixed wheat, 
dockage 1 percent, whereas it was being loaded for No. 2 Hard Winter. 

Senator Youne. You heard the testimony of Mr. Thornton, 
yesterday ? 

Mr. Funcuess. Yes, sir. 

Senator Youna. As I recall, he stated he had slugged cargoes of 
wheat in order to stay in business, because in other ports they were 
very lax and were slugging wheat. You heard that testimony? 

Mr. Funcuess. Yes. 
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his business establishment, that you were inspecting all the time. 
Mr. Funcuess. Yes. 
Senator Younae. What pe 
shipped out? 
Mr. Funcuess. Well, now, he is right that we have 


rcentage of the cargoes do you inspect, 


we 
more of his or more of Galveston. We don’t keep them by 
but we do have the Galveston market and Houston market and Port 
Arthur market. And, roughly, of the shipments—this 
it’s somewhere around—this is in bushels now, not in number of ships 
in bushels, it is 28 percent of all the inspections were supervised 
Galveston, officially; 18 percent in Houston, and 
Port Arthur. 

Senator Younae. Are you saying that only 
fourth of the cars are federally inspected? 

Mr. Funcuess. Cargoes. 

Senator Youna. And the rest of them have no Federal inspection? 

Mr. Funcuess. That’s right. About 28, and 18—it’s about a 
quarter or a third. 

Senator Youna. I wouldn’t think they would be abused, at least 
to the extent they would be driven to impractical practices to stay in 


supery ised 


is rough, but 


}é« 
around 27 percent in 


about one-fifth or one- 


business, if every fifth cargo is inspected. May I say further that ] 
would think every grain handler would welcome inspection of every 
cargo. If he has honest weight in there, he would want the public 


to know it. 

Mr. Funcuess. If the licensed grain inspector is doing his duty 
and is seeing that this grain is loaded properly, it really wouldn’t 
make any difference whether we are there or not 

Senator YOUNG. No, it wouldn’t. 

Mr. Funcness. It seems to me when vou say that a Federal super- 
visor is penalizing him, that is, an elevator says that, by being there, 
he is more or less reflectine on the integrity of the licensed cra 
inspectors. 

Senator ELLeENpDER. Are those his own employees? 

Mr. Funcuess. Those are employees of the board of 
Senator ELLENDER. I mean employees of the port. 
Mr. FuncHESs. Yes. 

Mr. GuinaNng. You made inspection of the Stad Leiden when it 
stopped loading, inspections of each hold? 

Mr. Funcnuess. Yes. 

Mr. Guinane. And you analy zed those samplk 5? 

Mr. Funcuess. Our office did. 

Mr. Guinane. What did you—-what decision did you reach as t 
cracde? 
Mr. Funcusss. Well, would you like each hold? 

Mr. Guinanp. No. What decision did you reach? 

Mr. Funcurss. We reached the decision it had 
erain, Hard Spring Red Winter. 

Mr. Guinane. Did you determine whether it was Canadian wheat 
in there? 


trade 


a iot of otferade 


Mr. Funcuess. It was wheat which was similar. 

Mr. GuinaNne. Frost damaged? 

Mr. Funcusss. Frost damaged, as I remember, about 16 percent 
I have the exact figures 
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Mr. Guinang. Then you looked at the inspection records which 
had been made of that same wheat when it was on test, made by a 
licensed inspector, did you? 

Mr. Funcuess. Looked at his log. 

Mr. Guinane. Who is that inspector? 

Mr. Funcuess. Skarke. 

Mr. GuinaNne. You found what grade of wheat on his certificate? 

Mr. Funcuess. On the log he kept 

Mr. Gurnane. What grade? 

Mr. Funcuess. No. 2 Hard Winter Wheat, every analysis he made 

Mr. Guinane. Was another inspection made after you ordered the 
ship unloaded, was another inspection made? 

Mr. Funcuess. Mr. Thornton requested another inspection. 

Mr. GuinangE. What were the results of that inspection? 

Mr. Funcuess. Sample grade mixed wheat, dockage 1 percent. 

Mr. Gurinane. Did this same inspector, Skarke, inspect a large 
number of wheat ships shipped out of there by Bunge Corp.? 

Mr. Funcuess. He inspected a large portion of the ships sent out 
of elevator B. 

Mr. Guinane. Now, following your findings on Skarke’s inspections, 
what did you do then with reference to Skarke? You telephoned 
Chicago and Chicago telephoned Washington, and what did you 
finally get back here? 

Mr. Funcuess. We finally got back here, we got a telegram from 
the Secretary of Agriculture suspending Mr. Skarke’s license pending 
investigation. 

Mr. Guinane. He is still suspended, still under suspension? 

Mr. Funcuess. Well, yes; he has had his chance for his hearing 
now and his license had definitely been suspended. 

Mr. Guinane. And he is the inspector who did inspect a large 
number of cargoes of wheat shipped out of here by Bunge? 

Mr. Funcuess. I’d say so. He inspected at elevator B. 

Mr. Gurnane. That is all I have. 

Mr. Funcuess. I’d like to change two to one dollar a thousand 
bushels. 

Senator Youne. Are you maintaining the same number of 
inspectors and the same percentage of cargoes? 

Mr. Funcuess. As the number of cargoes of grain increases, we 
have the same number of personnel, but we increase the supervision. 

The CHarrMan. Thank you, Mr. Funchess. 


TESTIMONY OF STEPHEN P. PERICH, VICE PRESIDENT, STONE 
FORWARDING CO., GALVESTON, TEX.—Resumed 


Mr. Gurnane. In response to our specific request, you produced 
certain correspondence which I want to read; first, a telegram dated 
November 26, 1952, addressed to Stone Forwarding Co., from Bunge 
Corp., traffic department, New York, which states: ’’Essential all 
wheat shipped Brazil be United States origin.”’ 

What was meant by that wire? 

Mr. Perricu. I didn’t get the wire. That correspondence was han- 
dled by my chief clerk. 

Mr. GuINnaNne. Since getting this correspondence, did you ask your 
chief clerk? 
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Mr. Pericn. It didn’t come to my attention. He received the wire 
and followed through. 

Mr. Guinaneg. And you are head of Stone Forwarding Co. here as 
well as Houston? 

Mr. Prericn. That’s right. 

Mr. Gurnang. Why didn’t you bring somebody down here to tell 
something? 

Mr. Prricu. I wasn’t subpenaed to do something. 

Mr. Gurnaneg. You want to ask him to get somebody down here to 
give us the information? 

Did you talk to your clerk? 

Mr. Prricu. I talked to him. He said he got the wire and under- 
stood it to mean possibly there would be some bonded wheat come in 
here, and to not let it go to Brazil. However, he put the elevator on 
notice as to the contents of the wire. 

Mr. Guinane. He thought some bonded wheat was coming in here? 

Mr. Pericu. He thought some bonded wheat was coming in here 

Mr. Guinane. What do you mean by bonded wheat? 

Mr. Pericu. It might be wheat coming in bond that went to other 
places, like Houston or New Orleans. 

Mr. Guinane. He thought it was coming here to Galveston? 

Mr. Pericn. Yes, sir. 

Mr. Guinane. Why did he think that? 

Mr. Pericu. Well, he thought since they mentioned specifically 
that only American wheat ought to go to Brazil, it would be bonded 
wheat. 

Mr. Guinane. How did he think that when no bonded wheat 
arrived? 

Mr. Perticn. It had gone to Houston and New Orleans. He put 
the elevator on notice and said there wasn’t anything in the house 
but American wheat. 

Mr. Gurinane. He wrote to the elevator? 

Mr. Pericu. Mr. Thornton. 

Mr. Guinane. That referred to Galveston, came from Bunge, New 
York to Galveston. And you knew it didn’t apply to Houston. 

Mr. Pericn. I didn’t know it, because I didn’t have the wire. 

Mr. Gurinane. And this didn’t come to your attention? 

Mr. Pericu. No, sir. 

Mr. Guinane. Even though the Bunge Corp. felt it urgent enough 
to send you a telegram and confirm it by letter? 

Mr. Pericu. Yes, sir. 

The CuarrMan. How long has that employee been in your employ? 

Mr. Pericu. Fifteen or eighteen years. 

The Cuarrman. And he is an executive who assumes the responsi- 
bility of accepting such a telegram? 

Mr. Pericnu. Yes, sir. 

Senator Youna. In this case you have a record of your warning 
against certain outbound shipments of Canadian wheat. In other 
cases it was always by telephone. Didn’t you keep a record when 
you warned anybody? 

Mr. Pericn. If I had anything, I would certainly keep it. I kept 
that. 

Senator Young. And this is the only case where you have any 
record? 

Mr. Pericn. That is the only one I have, the only thing I know of 
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F’ Senator Youna. You leave the impression it is more convenient 
not to have a record. 

Mr. Pericu. If we had, I would certainly have kept it. 

Senator Youne. Wasn’t it just as important not to get Canadian 
wheat in IWA shipments as in shipments to South America? 

Mr. Pertcu. As far as I know, there wasn’t any here. 

The CHarrMan. I read from the telegram: 

] 


Essential all wheat shipped Brazil be United States origin. 


Signed by the Bunge Corp., traffic department. 

Mr. Prericn. Yes, sir 

The Cuarrman. Why would they want to send such a telegram if 
it was never known to any of you in the grain business down here 
that any of that damaged wheat, imported wheat from Canada, was 
in this area? Why would it be necessary for anyone to remind you 
by telegram that was absolutely essential? 

Mr. Pertcn. I wouldn’t know, sir. 

The CHAIRMAN (reading): 

Essential that all wheat shipped Brazil be United States origin. 
Then it has been acknowledged: 


I have yours of the 26th— 


quoting telegram you received from the Bunge Corp., New York, 
advising you that it is essential all wheat shipped Brazil be United 
States origin 
We shall be guided accordingly in this connection Might state such records we 
have in our possession disclose all wheat stocks in our elevator are of United 
States origin. 

Senator Youna. What connection do you have with Bunge? 

Mr. Pertcu. We are Bunge agents in Texas and have been for 30 
years 

Senator Younac. Are you owned in part by Bunge? 

Mr. Pericu. No, sir. We are entirely separate 

Senator Youna. What is your salary? 

Mr. Peritcn. I am a partner with Stone Forwarding. 

Senator Youna. Do you get a salary? 

Mr. Pericn. No, sir. I participate. 

Senator Younec. What do you get as a bonus? 

Mr. Pericnu. I don’t get a bonus. I participate in the profits 

Senator Youna. You don’t get a bonus? 

Mr. Pertcn. No, sir. 

The CHarrMan. Any further questions? 


All right. 


TESTIMONY OF JOHN P. CUNNINGHAM, OFFICE OF COMPLIANCE 
AND INVESTIGATION, PRODUCTION AND MARKETING ADMIN- 


ISTRATION, UNITED STATES DEPARTMENT OF AGRICULTURE, 
DALLAS, TEX.—Resumed 


Mr. Gurnanr. You have some records you want to read into the 
record and some correspondence? 

Mr. CuNNINGHAM. Yes. 

An agent of the Office of Compliance and Investigation in New 
York interviewed Mr. Jack Meyer, president of—the vice president 
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of Bunge Corp. in New York, and according to a memorandum in 


our file, Mr. Meyer told Mr. Wise as follows 


Bunge stored Canadian wheat in Galveston, but not Houston, Tex. Conse- 
quently, elevator men in Galveston only were advised not to commingle United 
States wheat with Canadian wheat when loading vessels for IWA shipments. 
There is no correspondence regarding Bunge’s instructions to the Galveston 
elevator men relative to the handling of vessels under IWA. The instructions 
were given to the elevator men in telephonic conversations when ordering the 
loading of vessels. Each time the elevator men in Galveston were instructed by 
telephone to load a vessel for shipment under IWA ‘ wel told to make 
certain no Canadian wheat was included in the cargo. He did not know the dates 


of such telephonic instructions 


Mr. Gurnangr. Do you have anything further now you want to 


submit to the committee in connection with the hearing? 

Mr. CunNINGHAM. No, sir 

Mr. Guinane. That is all we have, Senator 

The CHarrMaANn. Any other witnesses? 

Mr. GuinanE. No other witnesses 

There are other witnesses here, but I don’t think it is necessary to 
eall them. 

The CuarrMan. You have covered all the questions 

We have heard the witnesses that we have asked to be present to 
testify, but the committee will hear anyone who wishes to make a 
statement pertaining to the question that is before this committee 
at this time. 

Mr. Guinane. The Department of Agriculture, as you know, have 
been conducting an investigation for some time in this and is still 
conducting an investigation. They are vitally interested in seeing 
the records on numerous things in connection with operation of 
elevator B. I would like to ask if you will ask Mr. Thornton, Sr., 
and Mr. Thornton, Jr., who is attorney for the company whether 
records of elevator B will be made available to agents of the Depart- 
ment of Agriculture in the future. 

The CuarrmMan. Mr. Thornton, both senior and junior, have heard 


the statement as made by Mr. Guinane. Now, what is your answer 
to Mr. Guinane’s statement? 

Mr. THornton, Jr. They will be made available. As I understand, 
a great many are here in the courtroom now. We would like—I think 


depositions are to be commenced betweer they are to be commenced 
again on Friday, and I am sure some of those records will be available. 
They are at the office any time they want them. 

I want to make this statement to the Senators. When Mr. Cun- 
ningham came down here, as he stated, I was involved in the trial of a 
case and couln’t talk to him. After that, 1 had to go to Austin in 
connection with highway business. He said Bunge told him they 
could look at the records. IJ asked him if he had a letter to that effect, 
and he said ‘‘No.”’ I said we would have to check Bunge in the 
absence of court order. We don’t resist a court order, but the Inter- 
state Commerce Commission Act requires us not to disclose records 
to people other than with their permission. 


Later, we were able to get permission from Bunge. My father, I 
assume, got it. And thereafter, Mr. Cunningham came back and 


asked us for records, which we produced. Mr. Cunningham will 
verify that. 

After several visists to our office—and he apparently was satisfied 
I don’t remember the man’s name with him, but Mr. Cunningham, at 
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that time I asked him if there were any other records he wanted. 
Subsequently, he made a call from Dallas, which he stated; and yester- 
day was the first time I knew he hadn’t seen the deposit slip for the 
$125,000 deposit slip for the credit of Galveston Wharves. That is 
of record. We allowed him to take records from our office and make 
photostats of them. That is how he has the photostats here. He is 
entirely welcome to see them now or in the future. But I think it 
ought to be at a time when it would be convenient for the staff or the 
lawyers. 

We can’t be here all the time. If he can give us a week’s notice or 
3 days’ notice, they will be available, and he can work from now until 
Christmas. It’s all right with us. I want to dissipate in the minds of 
the committee there was any lack of cooperation on my part or on the 
part of my father. 

The CuarrmMan. Mr. Bachmann. 


TESTIMONY OF JOHN J. BACHMANN, CHIEF, ACCOUNTING AND 
INVESTIGATION DIVISION, OFFICE OF COMPLIANCE AND 
INVESTIGATION, PRODUCTION AND MARKETING ADMINIS- 
TRATION, UNITED STATES DEPARTMENT OF AGRICULTURE 
Resumed 


Mr. BacuMann. You asked me to get from the Department of 
Agriculture or any other Government source the exports of wheat 
made in the last 3 years and what proportion of it was under Govern- 
ment and what proportion was outside of the Government. 

They supplied me with figures which they said they gathered very 
quickly, but, substantially, they were accurate. In order to eliminate 
some of the inaccuracies, I have thrown the 3 years together to elimi- 
nate compensating errors. And there was shipped in 1950, 1951, and 
1952, exported a total of 1,155,275,000 bushels of wheat; of which 
830,633,000 was under Government IWA or ECA. That was exported 
by the Government, and the difference, 324,637,000 bushels, was 
exported by other than Government. 

Senator YounG. 324 million? 

Mr. Bacumann. That’s right. 

Senator Thye, you asked me to get the full statement on the trans- 
action between Bunge and the German Government on 1,455,000 
hundredweight of flour. 

The CHarrmMan. That’s right. 

Mr. BacuMann. I have the figures here; but since I have been down 
here I haven’t had an opportunity to go through them in detail, and I 
will prepare a memorandum, if that is satisfactory, in exact details, 
giving the terms and everything we found in connection with the 
transaction, and I will submit that to the committee, to be included 
in the record, if that is satisfactory. 

The Cuarrman. That is satisfactory. But I would like a copy of 
it whenever that is compiled so as to answer the question. And | 
don’t know whether any other committee member would like a copy 
or not. 

Mr. BacuMann. I will make a copy available to every member on 
the subcommittee. 

(The matter referred to is as follows:) 
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SUPPLEMENTARY STATEMENT FILED BY JOHN J. BACHMANN, Curer, ACCOUNTING 
INVESTIGATION Division, OrricE OF COMPLIANCE AND INVESTIGATION, PRO- 
DUCTION AND MARKETING ADMINISTRATION, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Investigation report of the Office of Compliance and Investigation, PMA, 
United States Department of Agriculture, dated December 12, 1952, on Flour 
Mills of America, Inc., Kansas City, Mo., disclosed that frost-damaged Canadian 
wheat was purchased by FMA from Bunge Corp., through Hallet & Carey Co.., 
Minneapolis, Minn., a brokerage firm wholly owned by Bunge, and by dir 
importation by FMA from McCabe Grain Co., Ltd., Winnipeg, Canada, 
received 312,805—40 bushels (the figures following the hyphen indicate fractional 
bushels expressed in pounds) of frost-damaged Canadian wheat at various units 
of the corporation from Bunge. FMA’s units also received 955,940—40 bushels of 
frost-damaged Canadian wheat from McCabe. 

The purchases of Canadian frost-damaged wheat from Bunge were made in 
eight contracts, as follows: 


Feb. 23, 1951 (2) 
Feb. 24, 1951 (1 


»t 


~ 
> 


R 
; ; . 89, 475—00 
i a oe Sake ‘ 24, 910—00 


Mar. 21, 1951 (1 . 24 90440 
Mar. 26, 1951 (1) 24, 892-40 
Apr. 3, 1951 (1) . 19, 783-10 
Apr. 7, 1951 (1) 19, 503-56 


Apr. 10, 1951 (1) 19, 336-20 


8 contracts_ 312, 805-40 


The purchases from McCabe Grain Co., Ltd., were delivered in 13 vessels at 
Duluth-Superior from May 3. 1951. to December 7. 1951. and sl ipped too FMA 
units, the out-of-bond unloading weights being 955,940—40 bushels 

Of these total purchases of 1,268,746-20 bushels of Canadian frost-damaged 
wheat, 813,173-50 bushels were traced, after blending, to the manufacture of 
flour in various mills of FMA. The earliest date of use of such wheat in manu- 
facture was from March 22 to March 28, 1951, at the North Kansas City Mill 
Such milling continued thereafter at various plants until July 1952 

The flour produced by FMA was sold as follows: 


Pack-off bags 
For IWA sales 162, 388. 90 
For domestic sales 533, 854. 00 
For Bunge, New York 136. 307. 00 
For other sales 300, 359. 15 


Total_ _ - 1, 432, 909. 05 


Bunge, New York, in the period April 17, 1951, to May 7, 1951, exported 
135,187 hundredweight of flour shipped by FMA, and Bunge, New York, claimed 


y 
»T 
I 


and collected subsidies on this flour The variation between the 136,307 hundred- 
weight and 135,187 hundredweight is attributed to losses in transit, ete The 
declaration of sale under which subsidies were collected was dated March 27, 1951, 
for 1,380,000 hundredweight of flour. The quantities in addition to those from 


FMA were purchased from 10 other mills. 

The president of Bunge and two other of its officers advised that sometime 
during February 1951 the Federal Republic of Germany (Western Germany 
asked Bunge, New York, to be its agent for procuring about 1,500,000 hundred- 
weight of 80 percent extraction hard wheat flour. Bunge contracted through a 
Kansas City broker for 1,455,000 bags of nonenriched hard wheat flour from 11 
mills. Flour Mills of America, Inc., contracted on February 23, 1951, to provide 
100,000 bags of this flour. Bunge advised the Import and Stockpiling Agency for 
Grain, an agency of the German Government, on February 23, 1951, of hav 
contracted for the flour. Commission to Bunge was to be | percent for its buying, 
over and above free-alongside-ship port price. A confirmed, irrevocable, trans- 
ferable, divisible letter of credit upon a prime New York bank, in favor of Bun 
was to be opened by the buyers. 

Bunge officers further advised that at the time of enteri1 
for the flour with the mills, Bunge was not concerned with whether the flour 
would be milled from wheat wholly grown in the United States or not, inasmuch 
as the flour was for a foreign purchaser who, though paying in United States 


l 
ail 


1 


dollars, was, it was understood, not paying with funds made available by the 
United States Government; that even if the German Government had required 
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that the flour be milled from wheat wholly grown in the United States, it is doubt- 
ful whether Bunge would have specified to its agent, procuring the flour for 
them, that it be milled from wheat grown in the United States. Officers of 
Bunge, New York, had not been aware that Bunge, Minneapllis, had sold frost- 
damaged Canadian wheat to Flour Mills of America, Inc., one of the mills from 
which the flour was being procured. However, even if they had known that 
frost-damaged Canadian wheat had been sold to the aforementioned mill, Bunge, 
New York, officers still would not have suspected that the flour it was procuring 
would be milled from part of the Canadian frosted wheat, inasmuch as it did not 
tell its broker procuring the flour from what mills to buy. 

Bunge’s officers continued: Under the terms of February 23, 1951, contract 
with representatives of the German Republic, 75,000 hundredweight bags of 
flour were shipped In the interim, the representatives of the German Republic 
had made inquiries at the office of the Keconomic Cooperation Administration 
with refer allowing them to change its contract with Bunge, New York, 
to pay for the contracted flour with ECA funds instead of the free dollars as 
stipulate 1 in the eontract of February 23 195] The representatives of the 
German Republic also approached officials of the office of the International 
Wheat Agreement to allow them to ship the flour under subsidy, thus reducing 
the amount to be paid out for such flour from ECA funds. 

Further, when representatives of the German Republic informed Bunge, New 











York, that efforts were being made to ship the flour then under contract of Feb- 
ruary 23, 1951, under ECA and IWA, officials of Bunge, New York, advised that 
it would not be possible to do so inasmuch as the contract for the flour had been 
executed r to the application by representatives of the German Republic to 


] CA and IW A that the pavment for the flour come under these two agences 

To overcome the objections of Bunge, New York, relative to the changeover of 
the contract concluded outside the IWA to a contract within the IWA and a con- 
tract concluded in free dollars to contract calling for payment out of ECA funds, 
officials of the German Mission to the Economic Cooperation Administration 
arranged a conference in the office of the Commodity Credit Corporation, Wash- 
ington, D. C At this meeting there were present C. H. Sparks, assistant secre- 
tarv, Bunge, New York: officials of the German Mission to the Economic 
Administration: officials of the Economic Cooperation Administration; and officials 
of the United States Department of Agriculture. At this conference, Sparks was 
ven to understand that it was not improper for Bunge, New York, to receive 
an offer from the Import and Stockpiling Agency for Grain for the purchase of 
the undelivered quantity under the contract of February 23, 1951, of 1,380,000 
hundredweight of flour, under the International Wheat Agreement and it would 
not be improper for Bunge, New York, to cancel the aforementioned contract 
concluded with German authorities to purchase the equivalent quantity of flour 
at the full market price and outside the terms of the IWA. Sparks was also 
given to understand that it was proper for Bunge, New York, to cancel a prior 
agreement with the German Government with respect to the sale of 1,380,000 
hundredweight of flour and that Bunge, New York, file a Notice of Sale reporting 
that quantity of flour as sold to Germany under IWA. This was confirmed by 
letter of CCC, dated March 16, 1951. 

Accordingly, Sparks, on March 16, 1951, addressed a letter to the Import and 
Stockpiling Agency for Grain confirming the agreement at the conference to 
change the February 23, 1951, contract for 1,380,000 pounds of flour which had 
been outside IWA to bring this quantity under the IWA. 

3unge, New York, continued shipping flour furnished by the 11 milling com- 
panies listed in the first contract with representatives of the German Government. 
Officials of Bunge, New York, did not consider that the change of contracts from 
payment with free dollars to payment with ECA funds and subsidy funds under 
IWA would in any way affect its contracts for representatives of the German 
Government with the 11 mills that were to furnish the flour. The changeover to 
enable payment from ECA and subsidy funds was an accommodation by Bunge 
to officials of the German Government, officials of ECA, and officials of IWA, 
and Bunge did not in any way profit or benefit from the change other than the 
benefits Bunge already had when drawing its contract with officials of the German 
Government, February 23, 1951, namely, that Bunge was to receive 1 percent as 
its commission for its part in the transaction of the acquirement of about 1,500,000 
hundred-pound bags of flour for the German Republic. While under the changed 
setup, Bunge filed a claim and was paid a subsidy on the shipment of the flour, 
the portion represented by the subsidy, benefited the German Republic in that 
the price paid Bunge from ECA funds was less the amount of the subsidy; while 
Bunge paid the millers the full amount for the flour under the terms of its contract 
of February 23, 1951. 
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There is no indication in the above statements of Bunge officers that anyone 
was made aware of the fact or possibility that the flour under contract was pro- 
duced in any part from a blend containing Canadian frost-damaged wheat. 

Deliveries of flour by FMA began prior to the first receipt of Canadian wheat. 
Canadian wheat was thereafter used in the manufacture of flour by FMA, shipped 
by it and traced to export by Bunge. Bunge collected IWA subsidy of $1.28 per 
hundredweight, or a total of $173,039.36 as part payment of its contract price. 
This was the subsidy on the 135,187 hundredweight of flour found to have been 
produced from a blend of Canadian frost-damaged wheat. 


Senator ELtnenpER. May I ask a question of Mr. Thornton? 
The CuarrmMan. Mr. Thornton. 


TESTIMONY OF E. H. THORNTON, Sr., VICE CHAIRMAN AND 
GENERAL MANAGER, GALVESTON WHARVES, GALVESTON, 
TEX.—Resumed 


Senator EtuenpErR. Mr. Thornton, I have before me a letter dated 
November 29, 1952, addressed to the Stone Forwarding Co., United 
States National Bank Building, Galveston, Tex., and signed by vou. 


Will vou look at that letter and tell me if that is signed by you? 
Mr. THornton. Yes, sir. 


Senator ELLENDER. Now, in that letter vou state: ‘‘We have vours 
of the 26th instant quoting telegram that you had received from 
Bunge Corp., New York, ady ising you that it 18 ess ntial all Vi he at 


shipped to Brazil be of United States origin. We shall be guided 
accordingly. In this connection, might state that such records as we 
have in our possession disclose that all wheat stocks in our elevator 
are of United States origin.” 

Now, the question I wish to ask is: Do you know whether or not 
you had in the elevator at that time Dark Northern Sample grade 
wheat? 

Mr. THornton. Yes, sir; we had some Dark Northern Sample 
grade wheat, spring wheat. 

Senator ELutenpgErR. Was that of the same kind and quality that 
we have been discussing throughout this hearing? 

Mr. THornton. I will have to assume so, Senator, because [ 
couldn’t know of my own personal knowledge. 

Senator ELLENDER. So, when you made this declaration in 1952, 
you then stated what you stated yesterday, that as far as you knew, 
this wheat was not of Canadian origin? 

Mr. THornton. That is correct. So far as my knowledge was 
concerned. 

Senator ELLenpvER. I merely want to put the letter in the record 
to substantiate what you said yesterday. 

I suggest we make copies of this and return it to Mr. Perich. 

Mr. THornton. I want to go on record that at all times we made 
our records available, without any question. 

The CuHarrmMan. These letters and telegrams will be returned to 
you, and you are going to furnish us photostatic copies of them. 
Mr. Perich. 

(The matter referred to is as follows:) 

New York, N. Y., November 26, 1952 
STronE ForwarpincG Co., 
United States National Bank Building, Galveston: 
Essential all wheat shipped Brazil be United States origin. 
3uNGE Corp. TRAFFIC DEPARTMENT. 
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BuNGE Corp., 
TRAFFIC DEPARTMENT, 
New York, N. Y., November 26, 1952. 
STONE FORWARDING Co., 
Galveston, Tex. 
GENTLEMEN: We confirm wiring you that it was essential that all wheat shipped 
to Brazil be United States origin. 
Further, it will be in order for you to consign all Brazil shipments to Banco do 
Brasil 8S. A. 
We will advise license numbers against each shipment when same are received 
from our Brazilian office. 
Very truly yours, 
° ; 3UNGE CoRpP., 
By ——— —— 


GALVESTON, TEx., November 26, 1952. 
3UNGE CorpP., 
Ne w York, N. i 
GENTLEMEN: This to acknowledge receipt and understanding of your telegram 
of even date reading as follows: ‘“‘Essential all wheat shipped Brazil be United 
States origin.” 
Yours very truly, 
Tue STONE FoRWARDING Co 
By J. Donps. 


GALVESTON, TEx., November 26, 1952. 
GALVESTON WHARVES, 
Galveston, Tex. 
GENTLEMEN: We have received the following telegram from Messrs. Bunge 
Corp., New York: ‘Essential all wheat shipped Brazil be United States origin.” 
Kindly be guided accordingly. 
Yours very truly, 
Tue STONE FORWARDING (Coa 
By J. Dopps. 


Copy to: Messrs. Bunge Corp., New York, N. Y. 


GALVESTON WHARVEsS, 
Port of Galveston, November 29, 1952 
The SToNE FORWARDING Co.: 
Galveston, Tez. 

GENTLEMEN: We have yours of the 26th inst. quoting telegram that you 
had received from Bunge Corp., New York, advising you that it is essential 
that all wheat shipped to Brazil be of United States origin. We shall be guided 
accordingly. In this connection might state that such records as we have in 
our possession disclose that all wheat stocks in our elevator are of United States 
origin 

Very truly yours, 
E. H. THORNTON, 
Vice Chairman and General Manager. 


Copies to Bunge Corp., New York, N. Y.; Mr. D. J. Sweeney, Jr. 


Are there any other questions anyone would like to bring up before 
this committee before we recess this session? 

The attorneys are not objecting to any procedures that have been 
carried out here by the subcommittee. 

Mr. E. H. TuHornton, Jr. May I ask a question, please? 

The CuarrmMan. Yes, you may. 
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Mr. E. H. THornron, Jr. We have a great number of records up 
here. Are we to take them back? You have requested certain 
details from those to be prepared. I know of no way for him to do 
that unless we take them back. 

The CHarrMan. Compilation of the records has been requested. 
The records are yours. You brought them here because we sub- 
penaed the records, and had we desired to have placed in the records 
they would have beer available. 

Because of the volume of those records, we will tabulate them and 
have that made available according to the questions we asked. 

If that is all, the committee. stands in recess. 


) 


(Whereupon, at 2:25 p. m., the committee recessed. 


x 





